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PETITION FOR REVIEW 

To The United States Court Of Appeals For The District Of Columbia Circuit 
And The Honorable Judges Thereof: 

Now come City of Pittsburgh (Pittsburgh), Chotin Towing Corporation 
(Chotin) and Greenville Towing Company, Inc. (Greenville) and respectfully 
file this joint and several Petition For Review of Opinion and Order No. 282 
of the Federal Power Commission (Commission), adopted June 20, 1955 
and issued June 24, 1955 in Docket No. G-2503, in the Matter of Texas 
Eastern Transmission Corporation. Said Opinion and Order granted Texas 
Eastern Transmission Corporation (Texas Eastern) a Certificate of Public 
Convenience and Necessity to construct gas transmission facilities and 
permitted the abandonment of gas transmission facilities. 

Joint and Several Petition 

Petitioners file this joint and several petition pursuant to Rule 38(b) 
of this Court, which provides: 

M If the interests of any two or more persons entitled 
by the applicable statutes to petition this Court for review 
of the same order of an administrative agency, board, 
commission, or officer, are of such a nature as to make 
joinder practicable, they may file a joint and several 
petition for review . . . " 

In this case joinder is practicable. Points 1 through 9 in the Points to be 
Relied Upon, are points relied upon by all Petitioners, and Petitioners thus 
present common questions. 

It should be noted, however, that Points 10 through 23, are relied 
upon only by Petitioners Chotin and Greenville. Petitioner Pittsburgh did 
not present those points to the Commission and does not rely upon them 
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I. Nature of Proceedings As 
To Which Review is Sought 


1. Texas Eastern Transmission Corporation (Texas Eastern) filed 

an application with the Federal Power Commission (Commission) on July 26, 
1954 (thereafter supplemented), pursuant to section 7 of the Natural Gas 
Act, as amended, 15 U. S. C. A. sec. 717f., seeking a certificate of public 
convenience and necessity authorizing construction of certain natural gas 
facilities and permission to abandon certain other natural gas facilities. 

Texas Eastern proposes to retire from natural gas service that 
portion of its 20-inch pipeline (the so-called Little Inch pipeline) extending 
some 1144 miles from Baytown, Texas to Moundsville, West Virginia, along 
with appurtenant compressor stations and auxiliary equipment, and to 
convert said Little Inch pipeline to the transportation of petroleum products. 
To replace the natural gas service now provided by the Little Inch, Texas 
Eastern proposes to construct approximately 481. 5 miles of pipelines, 
including principally a natural gas pipeline (South Louisiana line) from the 
vicinity of Beaumont, Texas to Kosciusko, Mississippi, and to expand the 
capacity of its existing 30-inch pipeline (Kosciusko line) from Kosciusko to 
Connelsville, Pennsylvania, both by constructing new compressor stations 
and by increasing horsepower at existing stations. 

The Commission found that the cost of the facilities needed to replace 
the retired Little Inch will be $71, 814, 000, which will increase Texas 
Easterns natural gas rate base by approximately $22, 000, 000. The 
petroleum products pipeline will require not only the existing Little Inch 
line with a book value of almost $50, 000, 000 but also an estimated 
$15, 000, 000 of additional facilities. 

The Commission further found that "the basic and motivating reason 
underlying this application is that Texas Eastern desires to go into the 
business of transporting petroleum products by means of the Little Inch 
pipe line. " Opinion and Order No. 282, p. 5 (Mimeo.). 

2. Petitioner Pittsburgh filed a petition to intervene to protect the 
interests of the consumers of gas in the City who purchase from distributing 



companies supplied by Texas Eastern by means of its Big and Little Inch 
pipe lines. 

Pittsburgh stated its interest and position at the outset of the hearings 
as follows: 

TT We are here in this proceeding with an open mind. 

However, we are concerned that this proposal may affect 
unfavorably the price and supply of natural gas to the 
Pittsburgh District. Although Texas Eastern Trans¬ 
mission Corporation may earn more money carrying oil 
through the Little Inch Line than it makes transporting 
gas, it is the City of Pittsburgh’s position that Pittsburgh 
consumers have a prior right to a continuation in natural 
gas service of the Little Inch Line, which has been dedi¬ 
cated to the Public Service by Texas Eastern Transmission 
Corporation. 

’’Before the City of Pittsburgh would view favorably 
Texas Eastern’s proposal, the Texas Eastern Trans¬ 
mission Corporation must prove on the record that the 
alternate facilities proposed by it would make available 
natural gas to Pittsburgh District consumers at a 
cheaper cost, would provide a more generous supply of 
natural gas to the rapidly expanding markets in the 
Pittsburgh metropolitan district, and would not otherwise 
prejudice Pittsburgh consumers. If all of these conditions 
were met, in such event the City of Pittsburgh would not 
oppose the application. ” 

However, as is stated in Points 1 through 9 of the Points to be Relied Upon 
Pittsburgh is convinced that the Commission erred in granting Texas 
Eastern’s application on the Record permitted to be made. 

3. Petitioners Chotin and Greenville filed a petition to intervene, 
together with River Company, Inc. River Company, Inc., was subsequently 
purchased by an oil company, discontinued for hire transportation and 



withdrew from the proceeding. 

a. Their petition to intervene set forth, inter 
alia, that they are contract tank barge operators engaged 
in serving a transportation market defined in terms of 
the transportation of "clean petroleum products" from 
the "Texas-Louisiana-Arkansas refinery area" to the 
Middle Mississippi and the Ohio River Valleys, and 

that Texas Eastern is proposing to convert the Little 
Inch Line to the service of that petroleum products 
transportation market. In an answer to the petition to 
intervene, Texas Eastern contested the standing of 
Petitioners to intervene. The petition to intervene was 
granted on October 22, 1954. 

b. Even a concise statement of the nature of the 
proceedings in this case requires reference to the 
Commission’s refusal to permit Petitioners Chotin and 
Greenville to adduce proof in support of their "Proffer 
of Proof", which appears at page 1948 of the Transcript. 

The proffer of proof was made in general terms 
so that the Presiding Examiner could make a definitive 
ruling determining the course of the proceedings, thus 
avoiding the procedure whereby the scope of the evidence 
to be admitted and the issues to be heard would be 
determined upon the basis of multiple objections (by 
counsel or sua sponte by the Presiding Examiner) and 
multiple rulings thereon. 

The Examiner's ruling determining the course of 
the proceedings prohibited Petitioners from adducing 
evidence in support of any part of the Proffer of Proof, 
except the first sentence of paragraph 1. 

By Part II of the Proffer of Proof Petitioners sought leave to adduce 
evidence in support of the following, inter alia: 
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(1) The transportation market which would be available to the Little 
Inch, if operated as a products line in accord with Texas Eastern’s 
proposal, consists of the market for long-haul bulk transportation of light 
petroleum products from the Gulf Coast and lower Mississippi Valley to 

the Middle Mississippi and Ohio River Valleys. The terms TT L»ight products" 
or alternatively ’’clean products" refer principally to gasoline, "Distillates " 
(consisting primarily of heating oils and diesel oil), and kerosene. 

(2) This entire transportation market is at the present time fully and 
adequately served by approximately 25 to 30 contract tank barge operators. 
They are small independent business men, who are in active competition 
with each other. Their equipment has been especially designed for long 
hauls of large volumes on the Mississippi and Ohio River systems. With 
their modernization program, individual barge operators have undertaken 
an investment on the scale of one million dollars per tow which has entailed 
a substantial burden of debt. 

(3) Natural gas and heating oils (principally #2 distillate oil) are 
competitive fuels, and the transportation facilities carrying these fuels to 
the same consuming areas are correspondingly competitive. Interveners 
and other contract tank barge operators, carrying clean petroleum products 
on the Mississippi and Ohio River systems, are transporting such products 
to the same fuel markets as those which (a) are served by Texas Eastern’s 
Big Inch and Little Inch gas lines; (b) would be served by the Kosciusko line 
as expanded under Docket No. G-2503 and integrated with the Big Inch sys¬ 
tem; (c) would be served by expansions of each of these systems; (d) would 
be served by the Little Inch as a petroleum products line. 

(4) The total volume of the petroleum products transportation market 
involved, described in Paragraph 3a above, is and will remain a fringe 
supply for the Midwest of approximately 100, 000 barrels a day of clean 
petroleum products. 

(5) Texas Eastern proposes to operate the Little Inch line in products 
service at volumes of at least 100, 000 barrels per day, which volumes can 
be achieved only by capture of the overwhelming bulk of the transportation 
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market involved. 

(6) Texas Easterns proposal has a basic defect consisting in the 
use of its legally protected natural gas transmission business as a vital 
element in, and foundation for, entering and conducting operations in the 
petroleum products transportation industry. 

For convenience the elements of the Proffer underlying the foregoing 
are here stated together with matters appearing in the testimony of Texas 
Eastern’s witnesses and Texas Eastern’s exhibits, and the Commission’s 
findings based thereon. In the setting of the Transcript, therefore, the 
Proffer of Proof embraced a showing of the following: 

(a) Texas Eastern’s position in the natural gas 
transmission business gives it special advantages as 
against petroleum products transportation firms not 
enjoying a governmentally protected quasi-monopoly in 
another business. 

(b) These advantages include the fact that T exas 
Eastern is assuring financing of a products pipeline 
which would not obtain financing on its own merits. 

The record shows that there is an integrated 
financing for an integrated project, part of the funds 
being raised for construction of gas lines and facilities, 
and part being raised for the conversion of the Little 
Inch to products transportation. 

The launching of the Little Inch line into products 
transportation depends upon financing which is based 
not on the independent merits of the Little Inch as a 
products line, but rather on the standing, assets, and 
projected earnings of Texas Eastern from its sheltered 
natural gas transmission business. 

(c) This project means that to continue the same 
natural gas service that it now renders T exas Eastern 
will replace the Little Inch with a rate base of 
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$49, 000, 000 with new facilities with a rate base 
in excess of $70, 000, 000. 

This project will give Texas Eastern a substantial 
increase in its sheltered gas utility income. Texas 
Eastern itself projects an increase in its permitted 
return of approximately $1, 400, 000 after taxes. 

Such expanded gas transmission: revenues will 
enable Texas Eastern to absorb and offset w hat would 
be losses in petroleum products transportation, 
considered independently, so that the project overall 
will not result in a net loss. 

(d) Texas Eastern as a products carrier will 
have the special advantage of acquisition of a pipeline 
(Little Inch) at an original cost reduced in large part 

by a depreciation reserve paid by natural gas consumers. 

(e) Texas Eastern intends and would be impelled 
to carry in excess of 100, 000 barrels of petroleum 
products per day in the Little Inch Line in order to 
enable the line to break even. Texas Eastern’s 
program will not yield over 60, 000 barrels per day. 
Nevertheless, the special advantages referred to will 
enable it to persist in products pipeline loss operations 
until it has displaced the barge operators and monopol¬ 
ized the petroleum products transportation market. 

Upon the basis of proof adduced by Texas Eastern, the 
Commission found that even ’’under the most unfavor¬ 
able and adverse conditions possible (that of failure of 
the oil products operations to earn more than operating 
expenses) Texas Eastern might make $800, 000 less in 
the year 1959 than it would have made had it not under¬ 
taken the conversion. ” (Mimeo.) Opinion pp. 9-10. 

Texas Eastern’s evidence shows that under the same 
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unfavorable and adverse conditions an independent prod- 
cuts pipeline company would lose $4-1/2 million per year. 

The advantage to Texas Eastern lies in the '’conversion 
profit” due to increased natural gas earnings, (see Para¬ 
graph (6) (c) above) and to Federal income tax offsets 
against the Company’s earnings from its natural gas 
operations. This advantage would reduce the net consoli¬ 
dated impact upon Texas Eastern to only $800,000 per 
annum. 

Another way of stating the consequence of the above 
advantages derived from the natural gas transmission 
aspect of the conversion project, is that whereas an 
independent products line would have a break-even 
point in excess of 100, 000 barrels of products a day, 

Texas Eastern would break even on its consolidated 
operations carrying substantially lower volumes of 
products. Thus the natural gas transmission side of 
the conversion project sustains and establishes the 
products transportation side. 

In the products transportation market available 
to the Little Inch, this large diameter products line 
is oversized for the market and is not as efficient as 
modern barges. However, the barge operators fear 
and complain of Texas Eastern’s purpose to subsidize 
and establish the products pipeline through the earnings 
of a natural gas company sheltered from free competi¬ 
tion. 

(7) Conversion of the Little Inch line to petroleum products transpor¬ 
tation service in peacetime, as proposed by Texas Eastern, is contrary to 
the national defense interest. Conversion in peacetime, as contrasted with 
conversion in time of emergency, will displace a major part of the river 
tank barge fleet, and thus reduce the total potential supply of petroleum 
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transport facilities available in time of emergency. If, however, conver¬ 
sion is deferred until emergency arises, or appears imminent, both the 
barge fleet and the pipeline will be available to supplement each other in 
the light of circumstances as they develop. 

(8) Part of the background of the proceedings before the Federal 
Power Commission was the pending anti-trust suit brought by Petitioners 
Chotin and Greenville against Texas Eastern and its affiliates and subsidi¬ 
aries. This suit is pending in the United States District Court for the 
Western District of Louisiana, as Civil No. 9514. The petition for inter¬ 
vention incorporated by attachment the complaint in the anti-trust suit. 
Texas Eastern’s answer opposing the intervention attached its answer in the 
anti-trust suit. On August 2, 1955, the Court denied Texas Eastern’s 
motion to dismiss the suit for want of jurisdiction and for summary judg¬ 
ment. 

For clarity, it should be noted that in the view of Petitioners the 
issues in the anti-trust suit are in some respects broader than and in 
other respects not as broad as the matters covered in the Proffer of Proof. 
The nexus referred to may be contrary to the public interest under the 
Natural Gas Act although not positively illegal under the anti-trust laws. 

n. Facts and Statutes Upon Which 
Jurisdiction and Venue are Based. 

The order which this Court is asked to review and set aside is 
Opinion and Order No. 282 of the Federal Power Commission, adopted 
June 20, 1955 and issued June 24, 1955, granting Texas Eastern a certifi¬ 
cate of public convenience and necessity and permitting it to abandon the 
Little Inch gas facilities upon construction of substitute facilities. The 
certificate was accepted by Texas Eastern on June 24, 1955. 

Upon Texas Eastern’s application of June 24, 1955, the Commission 
adopted on June 30, 1955, and issued on July 1, 1955, an order amending 
the order issued June 24, 1955. This order amended the certificate to 
permit Texas Eastern to modify in certain particulars the natural gas 
pipeline ($outh Louisiana line) to be constructed and the compressor 


facilities to be constructed and installed. All Petitioners herein filed a 
timely petition for rehearing. Petitioners Chotin and Greenville also filed 
an application for a stay of the Commission’s orders pending rehearing. 

The Commission by order adopted August 10, 1955, and issued August 12, 
1955, denied the petitions for rehearing of the order issued June 24, 1955, 
and rendered that order final. It granted what it styled a rehearing of the 
order issued July 1, 1955, since Petitioners had objected that the order had 
been entered without the hearing required under Section 7 of the Natural 
Gas Act, and ordered a hearing convened on September 14, 1955. The 
Commission denied the application for a stay. 

This Court's jurisdiction and venue to review the order of the Federal 
Power Commission of June 24, 1955, are provided by Section 19 of the 
Natural Gas Act, as amended, 15 U. S. C. A. Section 717 r (b). 

in. Relief Prayed 

Your petitioners pray that this Court set aside in toto the order of 
the Federal Power Commission issued June 24, 1955, and remand the 
proceedings for a full hearing. Petitioners Chotin and Greenville also pray 
that this Court direct the Commission to designate a different Examiner to 
preside at such hearing. 

IV. Points on Which Petitioners 
_ Intend to Rely _ 

Petitioner Pittsburgh intends to rely on Points 1 through 9 and 
Petitioners Chotin and Greenville intend to rely on all of the following 
points: 

1. The Commission erred in its refusal to consider the disadvantages, 
as well as the advantages, of the conversion project, and to weigh them in the 
balance before determining that the conversion would serve the public 
interest. 

2. The Commission erred in its ruling that it was irrelevant to the 
issue of future public convenience and necessity whether the project of 
Texas Eastern would raise the cost of service to consumers upon its next 


12 


block of expansion. 

The Examiner refused to receive testimony comparing the cost of 
service on the Little Inch line with the cost of service on the next block of 
expansion on the Kosciusko line, i. e., expansion on that line over and above 
that proposed in Docket No. G-2503 (Tr. 2120 ff.). 

This is clearly the heart of the matter in regard to costs. It is far 
more significant than any saving in the cost of service due to Docket No. 
G-2503 taken by itself. Texas Eastern’s next block of expansion will come 
right behind this conversion project. But if the Little Inch line is converted 
now, it is lost to gas consumers. If the next block of expansion on the 
Kosciusko line means a higher cost of service than would be involved in 
retaining the Little Inch, the consumers are undoubtedly damaged. 

This means that Texas Eastern is giving up the Little Inch with its 
low rate base and will soon construct loops on the Kosciusko line, which 
will mean a substantially higher cost of service than would be' involved in 
retaining the Little Inch. 

3. The Commission erred in failing to consider the fact that Texas 
Eastern’s project requires gas consumers to surrender an ’’asset” of value 
in order that Texas Eastern may seek profits in the oil products transporta¬ 
tion business. 

The assets referred to are: (a) The Little Inch, which is rendering 
adequate service at reasonable rates. It has a low rate base, due to its low 
original cost and the reduction of the rate base by a depreciation reserve 
built out of rates paid by consumers. 

(b) The fact that, as was brought out in Docket No. G-1012, in 
which construction of the Kosciusko line was authorized, the natural 
economic capacity of that line is considerably greater than that existing 
on June 23, 1955. That inherent economic expansion should be used to 
meet increased demands on Texas Eastern, rather than merely to replace 
the Little Inch, which is rendering adequate service at reasonable rates. 

The fact that assets are being surrendered is clear, even though the 
impact on rates will be felt in the future rather than immediately. 
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4. The Commission erred in ruling that since no additional service 
is proposed, it is irrelevant to consider the relative merits of future expan¬ 
sion on its system. 

The application necessarily presents a relative question, comparing 
the alleged merits and detriments of the granting as against the denial of 
the application. 

Texas Eastern testified that there are large consumer demands for 
expansion and that it has concrete, immediate plans for expansion. Texas 
Eastern was not required to make disclosure of, and inquiry upon cross- 
examination was prohibited concerning, known and anticipated increases 
in consumer demands and Texas Eastern’s plans therefor, or any issues 
related thereto. That made impossible consideration of this project in the 
light of these increased demands and plans for expansion. The fact that 
Texas Eastern did not incorporate them in this application does not mean 
that the application must be considered on an unrealistic basis. 

5. The Commission erred in approving the ruling of the Presiding 
Examiner precluding inquiry into the feasibility of a tie-line connecting 
the Kosciusko line with the Inch System without abandoning the Little Inch. 

6. The Commission erred in ruling that it could not give consideration 
to alternatives because it had no power to compel their adoption. The 
Commission has the authority to deny the application. The alternatives 
help clarify and illuminate the standard for determining whether the present 
application should be granted or denied. 

7. The Commission's rulings holding irrelevant the relative merits 
of future expansion and the consideration of alternatives, are inconsistent 
with the fact that the Commission was necessarily involved in a "relative" 
consideration. Indeed Texas Eastern invited the Commission to consider 
the relative advantages of granting and disallowing the project proposed. 

In no other way could the application be determined. But in this relative 
comparison the Commission must consider and compare the total advantages 
and disadvantages of (1) on the one hand, maintaining the present system of 
Texas Eastern, and meeting increases in demand by establishing the tie 
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line and realizing on the cheap and easily available expansion of capacity 
on the Kosciusko line, through the addition of compression; as against (2) 
on the other hand, abandoning the Little Inch, using up at the present time 
the increase in capacity easily and cheaply available by adding compression 
to the Kosciusko line, and meeting increased demands by the more expensive 
’looping” of the Kosciusko line. 

In making its relative, or comparative, judgment the Commission may 
not consider the advantages and ignore the disadvantages of the project. 

The fact that future service will cost more than it would if the Little 
Inch had not been abandoned is a disadvantage of the project which must be 
considered by the Commission. 

The question is not whether Texas Eastern’s plans for meeting 
increased consumer demands are to be approved at this time. The question 
is only whether the Commission shall consider at this time evidence to show 
that when those demands are net cost of service and rates will be higher if 
the pending application has been granted. 

The alternatives are relevant to show whether this project is required 
or permitted in the present and future public interest, convenience and 
necessity. The Commission has the authority to disapprove the present 
project, even though it has no authority to require the Company to construct 
a project which would better serve the public in the balancing of benefits 
and disadvantages to gas consumers, particularly since the purpose of the 
present project is to make profits in the petroleum products transportation 
business. 

8. The Commission’s error in rejecting evidence of the disadvantages 
of the project in meeting expanded needs is the more grievous in view of 
its reliance upon the project’s alleged prime advantage of operational flexi¬ 
bility, since that is a meaningful advantage only in terms of increasing the 
Company’s ability to expand its operations. There is no increased flexibil¬ 
ity in terms of servicing existing sales levels, since all of Texas Eastern’s 
lines are already operating at capacity and are serving those levels. 

The increased flexibility to Texas Eastern in increasing its gas 
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supply and reserves is significant only in the event of future expansion. But 
the Commission by its rulings precluded inquiry into the relative merits of 
retaining or abandoning the Little Inch op the assumption of future expansion 
And it further precluded inquiry into the feasibility of obtaining a tie line 
without surrendering the advantage of the Little Inch with the low rate base. 
The combination of these rulings precluded full consideration of the disadvant¬ 
ages as well as the benefits. 

9. The Commission erred in finding (Mimeo Opinion, p. 7), that 
construction of the proposed facilities wpuld have the advantage of allowing 
Texas Eastern a swing of approximately 33, 000 mcf per day upon its 
contract with United Gas Pipeline Co. for delivery of gas at Longview, 

Texas. The record shows that such swing would be available to Texas 
Eastern whether or not the certificate is granted. 

10. The Commission erred in denying the motion of Petitioners Chotin 
and Greenville, of May 20, 1955, to reopen the proceeding for the taking of 
additional evidence, including three specific memoranda described therein — 
memoranda prepared by Mr. Charles I. Thompson, the member of Texas 
Eastern’s Board of Directors with particular responsibility for the Little 
Inch conversion project, dated January 21, 1954, February 26, 1954 (the 
motion erroneously states 1955), and April 29, 1954. 

(a) These memoranda contradict Mr. Naff’s testimony 

(Tr. 1417 ff, 1254) that in the absence of abandonment of the Little Inch a 
tie line is feasible only in the event of expansion in sales from 300 to 500 
million feet per day (Tr. 1254). These memoranda show that Texas Eastern 
considers a tie line feasible at volumes of only 200, 000 mcf per day; that 
Texas Eastern’s new markets will reach 200, 000 mcf per day at approximate¬ 
ly the time when the tie line will be ready to go into service; and that a tie 
line is necessary and should be constructed whether or not the Little Inch 
is converted to petroleum products transportation. 

(b) The Commission also erred in denying Petitioners’ motion 
to re-open on the ground that the memoranda were a year or more old and 
could have brought into the hearing by Petitioners in a timely fashion. 


The Commission entirely ignored these considerations: 

(1) Petitioners were not aware of the existence of these memoranda until 
an order was entered by the District Court for the Western District of 
Louisiana, subsequent to the close of this hearing, permitting discovery 
pursuant to the Federal Rules of Civil Procedure on the issues in the anti¬ 
trust suit. (Part I, Para. 8 above) (2) The Presiding Examiner refused to 
permit cross-examination of Mr. Naff as to the feasibility of a tie line 
without abandonment of the Little Inch. Had he not made such a ruling, 
there would, in due and customary course, have been elicited from Mr. Naff 
either the facts developed in these memoranda, or at least the existence of 
such memoranda, which would have made possible prompt application for 
a subpoena therefor. 

11. The Commission refused to consider the problem of national 
defense and emergency except to the extent of noting a public interest in 
removing from Texas Eastern's customers the threat that the Government 
may exercise its contract right to recapture the Inch lines for the carriage 
of petroleum products. Mimeo. Opinion p. 17. 

The Commission declined to consider Petitioners' Proffer of Proof 
that the conversion of the Little Inch now, in peacetime, was deleterious 
to the national security since it would reduce the total petroleum products 
transportation facilities available in time of emergency. (See Points 19, 20). 

If national defense emergency conditions are any predicate for 
Commission action, the matter cannot properly be considered or determined 
on a partial basis. 

12. The Commission erred in denying leave to Petitioners Chotin and 
Greenville to adduce any evidence in support of Part n of their "Proffer of 
Proof. ’’ 

13. The Commission erred in ruling that in determining the public 
interest, convenience and necessity, it would not and could not lawfully 

give consideration to the consequences of the conversion project in displacing 
free and fair competition in the petroleum products transportation market. 
The Commission refused to consider the fact that the "conversion project, ” 
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both the additions to natural gas facilities and the conversion of the Little 
Inch to products transportation — is an integrated project; that the conse¬ 
quences of this project, which is undertaken by Texas Eastern in order to 
go into the petroleum products business, consist of natural gas consequences 
and petroleum products transportation consequences which are interrelated 
and can not be insulated from each other. 

14. The Commission rejection of evidence was an erroneous refusal 
to permit your petitioners to make a full! and adequate record for considera¬ 
tion of whether, on the facts of this case, the public convenience and 
necessity are furthered by or are consistent with Texas Eastern 1 s replace¬ 
ment of the Little Inch with higher-valued natural gas facilities for the 
purpose of converting the Little Inch to petroleum products transportation, 
without severance of the Little Inch from, its nexus with the natural gas 
business, notwithstanding that such conversion project results in the impair¬ 
ment of free and fair competition in the petroleum products transportation 
market involved. 

15. The Commission erred in stating (Mimeo. Opinion, p. 21-2): 

M The fact that Texas Eastern will enter the oil business along with its 

natural gas operations does not present either a novel problem as interveners 
argue, or a monopolistic situation. ft The novel problem arises out of the 
conversion of a natural gas line to petroleum and its replacement by gas 
facilities with a substantially greater rate base. Serious questions of public 
interest and policy are involved, both under the antitrust laws, and more 
broadly in the maintenance of free and fair competition in petroleum products 
transportation without the interjection of special advantages derived from the 
nexus with the natural gas transmission shelter. 

16. The Commission erred in concluding that under the Natural Gas 
Act it could consider Texas Eastern 1 s project only from the viewpoint of 
gas service. 

The Commission’s jurisdiction extends to assurance that the projects 
submitted for approval do not represent an effort by a natural gas company 
to use its position, including the advantages conferred by the order requested, 
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as the foundation for unfair competiton and/or violation of the antitrust laws, 
even though the industry affected is not independently under the jurisdiction 
of the Commission. The Commission’s jurisdiction and authority to shelter 
natural gas companies from free competition entail a correlative jurisdiction 
and responsibility to be exercised when passing on matters requiring its 
approval, namely, to assure that this shelter is not made a foundation for 
consequences contrary to the public interest in businesses not under the 
Commission’s jurisdiction but partaking of the Commission’s shelter through 
the nexus with the natural gas business. 

17. The Commission erred in basing its decision to any extent upon 
its statement that it is apparent from the entire record that it is not the 
public interest which is being asserted by petitioners Chotin and Greenville 
but rather only their private interest in protecting themselves from the 
rigors of competition in their own fields of endeavor. 

Naturally Petitioners Chotin and Greenville have a private interest 
which causes them to make complaint. But the matters being complained of 
are matters in which Texas Eastern’s conversion project contravenes the 
public interest. In short, the private interest of Petitioners and the public 
interest coincide. 

18. The Commission erred in finding that Texas Eastern has a 
contract right to place the Little Inch in petroleum products transportation, 
and in concluding that the conversion of the Little Inch to petroleum products 
use is in the public interest because of this alleged contract right and 
because petroleum products transportation use has already been approved 
by the United States Government and the Attorney General. 

a. The War Assets Administration letter of intent (Exhibit 35) 
does not give a contract ’’right” or ’’entitlement” to use the Little Inch in 
petroleum products service, which is either determinative that such conver¬ 
sion is in the public interest in any case, or supersedes the application or a 
regulatory statute requiring determination of the public interest. 

b. Texas Eastern’s claim to a contract ’’right” to use the Little 
Inch in products service was not placed at issue in this hearing. No such 
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claim was made in Texas Eastern’s application, or in its answer to the 
petition of Chotin and Greenville et al. to intervene, which answer was 
based on the Commission’s alleged lack of jurisdiction to consider products 
use. 

The Government's letter of intent was introduced by Texas Eastern 
to show that there was no contractual disability prohibiting conversion of 
the Little Inch -- which is its obvious meaning. The claim that this 
constituted a ’’contract right, ” was an afterthought, raised only after the 
hearing in brief and oral argument. 

c. In any event, Exhibit 3 5 refers to the use of the entire Little 
Inch line for the transportation of petroleum products, and not to the use 

of part of the line. 

d. Neither the War Assets A dministration nor the A ttorney 
General has considered or approved the conversion project now proposed 
by Texas Eastern or determined that it is either lawful or in the public 
interest. The use actually proposed by Texas Eastern was natural gas use. 

The factual elements which are offered by Petitioners to show that 
conversion of the Little Inch is contrary to the public interest were not 
submitted or considered at the time the United States disposed of Inch lines 
in 1947. 

19. The Commission erred in approving the refusal of the Examiner 
to receive evidence pursuant to Paragraph 9 of Petitioners’ Proffer of 
Proof to show that peacetime conversion of the Little Inch, as contrasted 
with conversion during an emergency is contrary to the national defense 
interest in that it displaces the barge operators and thus reduces the total 
petroleum transportation facilities available in the event of emergency. 

20. The Commission erred in denying the motion of your petitioners 
dated May 20, 1955, for leave to adduce newly-discovered evidence, not 
only for the reasons set forth in Point 10, but also because the memoranda 
of Mr. Charles I. Thompson supported Petitioners’ contentions set forth 
in Points 11 and 19. 

21. The Commission erred in overruling Exception No. 1 by 
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petitioners Chotin and Greenville, which complained that the Presiding 
Examinees attitude, conduct and rulings denied them a fair hearing. 

The Commissions opinion states that the mere impatience of the 
Examiner does not make a hearing legally defective. The instances of 
impatience referred to in Exception No. 1 were not offered as conclusive 
in themselves. But the cumulative record of ’’impatience, hostility, harass¬ 
ment and spleen” (Exception No. 1), and the restrictive rulings motivated 
by that hostility, reveal that the hearing conducted was not the judicial 
hearing contemplated and required by law. 

22. The Commission erred in disposing of the claim of denial of 
fair hearing on the ground that no affidavit of bias and prejudice was filed. 

a. The Commission’s Rule 1. 20(d) provides for the filing of 
timely affidavits alleging personal bias or other disqualification. The Rule 
contemplates personal bias and disqualification in the sense of e. g., relation¬ 
ship to the parties, pre-judgment on the basis of conferences with a party, 
etc., with facts aliunde the record to be developed in affidavits. 

b. The significance of the failure to seek a change of the 
Examiner depends upon the nature and setting of the case and is not a 
universal pre-requisite for claiming denial of fair hearing due to the 
hostility of the Examiner. 

c. In this case the Presiding Examiners’ rulings not only 
negatived judicial temperament, but foreclosed Petitioners from a fair 
and free hearing and castigated and harassed their counsel for seeking such 
a hearing. Matters were appealed to the Commission where appeals were 
provided for under the Commission’s rules — e. g., on applications for 
documents. Texas Eastern supplied the documents before the Commission 
considered the matter. 

Limitation of cross-examination was an important field where errors 
could not be corrected by appeal. The Examiner rebuffed the effort of 
Petitioners’ counsel to discuss the legal issues involved, or to seek such 
clarifying rulings as to the line of permitted cross-examination as would 
make the legal record with a minimum of difficulty. 
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Counsel for Petitioners Chotin and Greenville was definitely aware 
throughout the hearing of the strong feelings of the Presiding Examiner. 
But he recognized that it is not always possible for a counsel trying a case 
to distinguish between strong feelings and hostility. The iicident which 
occurred at the close of the hearing made undeniably clear what might 
otherwise have remained a matter for argument, the hostility that was the 
motivation and basis of the Examiner’s rulings during the course of the 
hearing. Reference is made to the Examiner’s action in calling counsel 
for Petitioners Chotin and Greenville to the stand as a witness, and to the 
nature of the Examiner’s questioning of counsel as a witness. 

23. Where the denial of fair hearing results in the undue limitation 
of cross-examination, ’’material prejudice” is undoubted. Counsel can not 
state because he can not know the weaknesses which a wide range of cross- 
examination would have revealed in Texas Eastern’s case. Complaint is 
particularly made of the limitation of the cross-examination of Texas 
Eastern’s President, Mr. Naff, the key policy witness of the Company. 

The restrictive rulings constituted an abuse of discretion in and of 
themselves. But even if the restrictive rulings standing alone were not 
reversible error, there was a denial of a fair hearing in this case. The 
premise of a fair hearing is that rulings will be made, whether rightly or 
wrongly, upon the basis of an objective, dispassionate exercise of discre¬ 
tion. Where, as here, that premise is negatived by the overriding 
hostility of the Examiner, restrictive rulings normally sustainable on that 
premise cannot stand. 

WHEREFORE, Petitioners pray: 

1. That a copy of this Petition be served forthwith upon a member 
of Respondent, Federal Power Commission, in accord with Section 19(b) 
of the Natural Gas Act; 

2. That Respondent, Federal Power Commission, be required, in 
accord with Section 19(b) of the Natural Gas Act, to certify and file with 

t his Court a transcript of the record upon which the Opinion and Order here 
sought to be reviewed were entered; 
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3. That Petitioners be notified by the Clerk of this Court 
when the transcript of record has been received; 

4. That this Court review Opinion and Order No. 282 of the 
Respondent, Federal Power Commission, issued June 24, 1955, and upon 
such review (a) reverse and set aside said Opinion and Order and (b) 

remand the proceeding for a full hearing; and 

5. Petitioners Chotin Towing Corporation and Greenville Towing 
Company, Inc. pray that the Court direct that said full hearing be before 
a Presiding Examiner other than the one who presided before. 

Respectfully submitted, 

J. Frank McKenna, Jr. 

Robert M. Engel 
City-County Building 
Pittsburgh, Pa. 

Counsel for City of Pittsburgh 

Harold Leventhal 
1632 K Street, N. W. 

Washington 5, D. C. 

Bryce Rea, Jr. 

1329 E Street, N.W. 

Washington 4, D. C. 

Counsel for Chotin Towing 
Corporation and Greenville 
Towing Company, Inc. and 

September 7, 1955 for City of Pittsburgh 
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No. 12, 895, City of Pittsburgh, etc. v. Federal Power Commission 
Application of Chotin Towing Corporation and Greenville 
Towing Company, Inc., for leave to adduce additional evidence. 

Judges: 

On September 22, 1955, the above application, and a joint application 
of all petitioners for a stay order were considered on the motions calendar. 
The Court (E-DLB-D) orally informed counsel that the application for leave 
to adduce additional evidence will be considered at the time this case is 
heard on the merits. Accordingly, I send you the above application herewith. 

Respectfully, 

Joseph W. Stewart, Clerk 
by: William G. Secrest 

• Deputy Clerk 


[ Filed September 10, 1955] 

APPLICATION OF CHOTIN TOWING CORPORATION AND 
GREENVILLE TOWING COMPANY, INC. FOR LEAVE 
TO ADDUCE ADDITIONAL EVIDENCE 

Come now Chotin Towing Corporation (Chotin) and Greenville Towing 
Company, Inc. (Greenville) and, pursuant to Section 19 of the Natural Gas 
Act, as amended, 15 U. S. C. A., Sec. 717r, apply to the Court for leave to 
adduce the additional evidence set forth in Appendix A hereto. Petitioners 
have filed a petition to review Opinion and Order No. 282 of the Federal 
Power Commission (Commission) issued June 24, 1955, in Docket No. 
G-2503, Matter of Texas Eastern Transmission Corporation, (Texas 
Eastern), in which proceeding they were parties as intervenors. Said 
Petition is attached hereto and incorporated herein by reference. Petition¬ 
ers submit that the additional evidence set forth in Appendix A is relevant 
and material and that there were reasonable grounds for failure to adduce 
such evidence in the proceedings before the Commission. 
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In support of this application, Petitioners set forth the following: 

A. The Newly-Discovered Evidence 

1. Opinion and an Order No. 282 of the Federal Power Commission 
granted Texas Eastern a certificate of convenience and necessity to 
construct certain natural gas facilities and authorized Texas Eastern, 
upon completing such construction, to withdraw its Little Inch pipe line 
from gas service for the purpose of converting it to the carriage of 
petroleum products. The Commission overruled the contention of Petition¬ 
ers that the abandonment and conversion of the Little Inch were contrary 

to the public interest. In so doing, the Commission relied on its finding 
and conclusion that Texas Eastern had a right as a matter of contract with 
the United States to use the Little Inch in the transportation of petroleum 
products, and that such use had been approved by the United States and by 
the Attorney General when the Big Inch and Little Inch lines were sold by 
the United States to Texas Eastern in 1947, after clearance of the sale by 
the Attorney General jin accord with Section 20 of the Surplus Property Act 
of 1944. Opinion and Order, p. 15-17 (Mimeo. ). 

2. Petitioners set forth in Part n of their petition to the Commission 
for rehearing their view that the foregoing finding and conclusion was 
erroneous; and that in 1947 the United States sold the Inch lines to Texas 
Eastern for natural gas use, and gave neither a contractual right to nor 
approval of, the future conversion of the lines to the carriage of petroleum 
products, but that, on the contrary, the propriety and legality of such 
conversion were left for determination in the light of the public interest 
and the antitrust laws in the factual setting existing at the time such conver¬ 
sion might be proposed. 

3. After receiving the Commission's opinion, Harold Leventhal, 
counsel for Petitioners before the Commission, advised the Anti-Trust 
Division of the Department of Justice of the contents thereof. He stated 
that, although he had never seen the clearance given by the Department of 
Justice in 1947, this being a part of the Department's closed files, he 
could not believe that the Department of Justice had given advance approval 
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to the conversion project, and that he was convinced that the Federal Power 
Commission erred in so holding. He inquired whether the Department would 
open its files and make disclosure of said clearance. 

4. The Honorable Stanley M. Barnes, Assistant Attorney General, 
Anti-Trust Division, by letter dated August 8, 1955, advised Mr. Leventhal 
that, after careful consideration of the matter, the Department believed that 
a copy of its letter of February 25, 1947 to War Assets Administration 
relating to the sale of the Big and Little Inch pipe lines to Texas Eastern 
should be made available, and that request therefor should be made of the 
General Services Administration, which had possession of the original of 
said letter. On August 10, 1955, pursuant to such request, and with the 
consent of the Attorney General, the General Services Administration 
transmitted a copy of said letter to Mr. Leventhal, a copy of which is 
attached hereto as Appendix A. 

5. Mr. Leventhal learned at this time from officials of the Depart¬ 
ment of Justice and officials of the General Services Administration that 
on November 2, 1954, a copy of the letter of the Department of Justice 
dated February 25, 1947 (Appendix A) was furnished to Texas Eastern 
pursuant to its request. Texas Eastern did not introduce said letter in 
evidence in Docket G-2503. 

B. Materiality of Appendix A in Revealing 
Error in Findings of the Federal Power 
_ Commission _ 

6. The 1947 clearance of the Department of Justice (Appendix A) 
contains the following significant elements: 

a. The clearance was based upon representations to the 
Department of Justice by Texas Eastern that the corporation was formed 
for the purpose of utilizing the Big and Little Inch pipe lines in the trans¬ 
mission of natural gas. 

b. The Department of Justice cleared the sale as such but 
added: "We feel we should also point out that we are not expressing any 
views as to the legality under the anti-trust laws of any present or future 


disposition or utilization of facilities included in these plancors and not 
needed for the operation of the purchaser as set forth in their bid. " 

7. From the foregoing it is clear that the Commission’s opinion 
contains substantial error in that the cognizant officials of the United States 
did not determine in 1947 that the proposed conversion of the Little Inch 
pipe line from natural gas to petroleum products was either legal under the 
antitrust laws or in the public interest. 

C. Materiality Of the Fact Of Concealment 
_ by Texas Eastern _ 

8. Apart from the materiality of the letter which is Appendix A, 
there is materiality in the fact that Texas Eastern has had possession of it 
since November 1954, yet did not disclose it to the Federal Power Commis¬ 
sion when it put in evidence a copy of its contract with the War Assets 
Administration ("Letter of Intent, ” Exhibit 35 in G-2503), although after 
the close of the hearing, in brief and oral argument, Texas Eastern claimed 
that it had a contract right to convert the Little Inch to petroleum products 
transportation and that this contract right was determinative of the public 
interest. 

9. As this Court has recently noted, the fact of concealment may be 
more significant than the facts concealed. McKay v. Wahlenmaier, 

No. 12,273, decided July 21, 1955 (p. 9, slip opinion). Texas Eastern's 
failure to disclose Appendix A is relevant not only to this subject matter 
but to all issues where the Commission relied in whole or in part upon the 
completeness and accuracy of the representations by Texas Eastern, and 
particularly to issues where Petitioners claim that they were improperly 
curtailed in their cross-examination of Texas Eastern’s witnesses. 

To illustrate, one of the reasons why the Commission found that 
TexasEastern’s application was in the public interest, was that it would 
establish a ’’tie line” between Texas Eastern’s natural gas lines in Texas 
and its Kosciusko line, and that such tie line had advantages of "flexibility”. 

Mr. Naff, President of Texas Eastern, testified that abandonment of 
the Little Inch line was necessary in order to obtain a tie line (Tr. 1417 ff) 
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since otherwise a tie line would require; a massive expansion in sales of 
from 300 to 500 million cubic feet of gas per day (Tr. 1254). Petitioners 
were denied leave to cross-examine Mr. Naff on whether it would be feasible 
to construct a tie line on the basis of volumes of 200 million feet per day, 
retaining the Little Inch in service (Tr. 1420 et seq.). 

Thereafter, on May 20, 1955, Petitioners filed an application to 
reopen the hearing to consider additional evidence, namely three memor¬ 
anda prepared by Mr. Charles I. Thompson, the member of the Board of 
Directors of Texas Eastern with particular responsibility for the conversion 
project, dated January 21, 1954, February 26, 1954, and April 29, 1954. 
These memoranda had been obtained after the close of the hearing in 
discovery proceedings in the anti-trust suit pending in the Western District 
of Louisiana (Petition for Review, point 10). They show that Texas 
Eastern considers a tie line feasible at volumes of only 200, 000 mcf per 
day; that Texas Eastern’s new markets will reach 200, 000 mcf per day at 
approximately the time when the tie line will be ready to go into service; 
and that a tie line is necessary and should be constructed whether or not 
the Little Inch is converted to petroleum products transportation. 

The Commission both affirmed the denial of cross-examination and 
denied the application of May 20, 1955. These actions are set forth as 
errors in the points to be relied upon contained in the Petition for Review. 

The foregoing is material on the issue of the restriction of Petitioners 
in cross-examination of Mr. Naff, and on the reopening of the proceeding 
for it is another instance where Texas Eastern’s submissions failed to 
include facts known to Texas Eastern which substantially limit if they do 
not negative the value of its points and assertions. 

D. Propriety of Leave By This Court 
To Adduce Further Evidence _ 

10. During the hearing in Docket No. G-2503, Texas Eastern did 
not in any way put in issue the claim raised in brief and oral argument 
that it had a contract right to use the Little Inch line for petroleum products 
service, and that therefore the Federal Power Commission was foreclosed 
from determining that conversion to such use was not in the public interest. 
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The contract under which the lines were sold was offered merely to show 
that there was no contractual disability to the use of the Little Inch in 
petroleum products service, and that was the obvious intention of the 
contract. Only after the hearing had closed did Texas Eastern raise the 
point that it had a contract right to use the Little Inch in petroleum products 
service. 

11. Texas Eastern did not state before the Federal Power Commission 
in so many words that the Attorney General had approved the use of the Little 
Inch for petroleum products transportation. However, by making a partial 
record, by concealing the Attorney General's letter which is Appendix A, 
and by making the claim of contract right and a previous determination of 
the public interest Texas Eastern led the Commission into the error. 

12. The error of the Federal Power Commission would have been 
averted if either Texas Eastern had filed in Docket No. G-2503 a copy of 
the Attorney General's letter, which it had in its possession as of November 
2, 1954, or the Commission, having determined that inquiry as to the 
nature of the clearance by the Department of Justice was material and 
should be obtained in the course of its consideration, had reopened the 
hearing for this purpose, in accord with its Rules. At the very least the 
Commission should have inquired of the Department of Justice whether 
information in the Government's files as to the Department’s 1947 clear¬ 
ance could be incorporated into the record in Docket No. G-2503. 

13. Under the Natural Gas Act and the Rules of the Federal Power 
Commission, leave to adduce the evidence set forth in Appendix A can be 
provided only by this Court: 

(a) The Commission’s rules provide that a party may not file 
a petition to reopen the proceeding for the purpose of taking additional 
evidence after the entering and issuance by the Commission of a final 
order. Rules, Sec. 1. 33. In this case the final order was entered June 
20, 1955 and issued June 24, 1955. 

(b) Rule 1. 34 provides that an application for re-hearing may 
seek to vacate or amend an order "by reason of matters that have arisen 
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since the hearing and decision or order. ” The Commission apparently 
draws a distinction between a new matter and new evidence concerning 
an old matter. The latter may be the subject only of an application under 
Rule 1. 33. But in any event, Rule 1. 34 was not available since Petitioners 
did not obtain access to the document which is Appendix A until the 30-day 
period for filing a petition for rehearing had expired, indeed not until the 
very date, August 10, 1955, when the Commission adopted its order deny¬ 
ing the petition for rehearing. The 30-day period is provided in Section 
19(a) of the Natural Gas Act, 15 U. S. C. A. Sec. 717r(a), and expired on 
July 24, 1955. 

E. Proposed Reservation of This Application 
for Consideration Upon C onsideration of 
the Merits Of the Petition For Review 

14. Petitioners suggest that in the circumstances of this case this 
application should be considered together with the Petition For Review 
rather than in advance thereof. This is not a case which requires a hear¬ 
ing before the Commission in order that the evidence may be physically 
brought before the Court. The considerations underlying the demonstration 
of the relevance of the evidence in Appendix A largely overlap the presenta¬ 
tion to be made in support of the Petition for Review. Accordingly 
Petitioners propose that this application and the Petition for Review be 
considered by this Court at the same time. 

WHEREFORE, Petitioners pray that upon due consideration of this 
application, either before or at the same time of the consideration of the 
Petition for Review, this Court either (1) order the additional evidence in 
Appendix A to be taken before the Commission and adduced upon the hear¬ 
ing while the Petition for Review is pending before this Court; or (2) in its 
order setting aside the Commission’s Opinion and Order No. 282 specific¬ 
ally direct that the evidence set forth in Appendix A be taken before the 
Commission in the hearing on subsequent proceedings. 

Respectfully submitted 

Harold Leventhal 

1632 K Street, N.W. 

Washington 5, D. C. 
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Bryce Rea, Jr. 

1329 E Street, N.W. 

Washington 4, D. C. 

Counsel for Petitioners Chotin 
Towing Corporation and Greenville 
September 7, 1955 Towing Company, Inc. 


APPENDIX A 

COPY 

February 25, 1947 

Honorable Robert M. Littlejohn 

Administrator War Assets Administration 

Washington 25, D. C. 

Re: Plancors 1226 and 1680 

War Emergency Pipelines, Inc. 

Dear General Littlejohn: 

We have your letter dated February 14, 1947, requesting, pursuant 
to Section 20 of the Surplus Property Act of 1944, our advice as to whether 
the sale of Plancors 1226 and 1680 comprising the Big Inch and Little Big 
Inch Pipe Lines to the Texas Eastern Transmission Corporation would 
violate the antitrust laws. 

You have furnished us with copies of the bid filed by the Texas Eastern 
Transmission Corporation, a transcript of the proceedings on February 10, 

1947 relating to the opening of the bids for the pipe lines and copies of the 
report dated November 8, 1946 prepared by the staff of War Assets Admin¬ 
istration. 


From the information you have furnished to us and from representa¬ 
tions made to us by the proposed purchaser, it appears that the Texas 
Eastern Transmission Corporation is a newly grganized company formed 
for the purpose of acquiring Big Inch and Little/Inch Pipe Lines and utilizing 
the lines for the transmission of natural gas. The Corporation states that 
it intends to engage in the business of purchasing natural gas in the South- 
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western producing areas of the United States and transporting such gas and 
selling it in areas of Eastern United States, particularly the Eastern Sea¬ 
board. 

It further appears that a certificate of convenience and necessity 
from the Federal Power Commission will be necessary for carrying out 
the proposed operations of the Texas Eastern Transmission C orporation. 

In the above circumstances it does not appear that consummation of 
the proposed sale, as such, would be a violation of the antitrust laws. 

The proposal, as submitted to us,i contemplates both future financing 
of the purchase of the lines and future arrangements for the purchase and 
sale of gas. Our consideration of this matter, therefore, does not extend 
to prospective activities, arrangements or contracts of the proposed 
purchases, including matters relating to or affecting the ownership or 
operation of the properties here involved. Furthermore, our conclusion 
of course, does not cover any matter involving practices, contracts or 
arrangements which may be entered into by the proposed purchaser in 
connection with the purchase or marketing of gas or any other product. 

Also, we do not express herein any opinion regarding any ownership or 
control which may result from the financing program which may be under¬ 
taken by the proposed purchaser. 

Likewise, our examination of this matter has not extended to the 
considerations which are within the jurisdiction of the Federal Power 
Commission or any other regulatory body and we, of course, have not 
r eviewed this matter except for the purposes of Section 20 of the Surplus 
Property Act. We feel we should also point out that we are not esqpressing 
any views as to the legality under the antitrust laws of any present or future 
disposition or utilization of facilities included in these plancors and not 
needed for the operations of the purchaser as set forth in their bid. 

We understand that your letter of February 14, 1947 supersedes 
requests made in your letters of February 11 and February 13, 1947. 

Sincerely yours, 

/s/ Wendell Berge 
Assistant Attorney General 
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[ Filed September 19, 1955, Joseph W. Stewart, Clerk] 

ANSWER OF FEDERAL POWER COMMISSION IN 

OPPOSITION TO APPLICATION FOR LEAVE TO 

ADDUCE ADDITIONAL EVIDENCE 

Respondent, Federal Power Commission (Commission), in answer 
and in opposition to the application of Chotin Towing Corporation (Chotin) 
and Greenville Towing Company, Inc., (Greenville) for leave to adduce 
additional evidence, respectfully represents: 

1. Opinion and Order No. 282 of the Commission speaks for itself. 
The contract between War Assets Administration and Texas Eastern 
Corporation (Texas Eastern), pursuant to which the latter purchased the 
Little Inch pipe line, was received in evidence as Exhibit 35 and contains 
the following pertinent provisions: 

M IV. You may at your election, use both lines, for transpor¬ 
tation of natural gas or transportation of petroleum and/or petroleum 
products, or one line for transportation of natural gas and the other 
line for the transportation of petroleum and/or petroleum products 
or any combination thereof. This provision is subject to theprovi- 
sions of paragraph (7) of Section II hereof. If lines are to be used 
for the transmission of natural gas, you must file a request for a 
Certificate of Convenience and Necessity with the Federal Power 

Commission within 30 days after receipt of this Letter of Intent." 

********* 

"XI. We have made available to the Attorney General the 
information as required by Section 20 of the Surplus Property Act 
and have been advised by the Attorney General of his approval of 
this proposed disposition to you. " 

It is clear from the foregoing, that the War Assets Administration 
and the Attorney General have heretofore approved use by Texas Eastern, 
at its election, of both or either of the "Inch” lines for transportation of 
petroleum products or transportation of natural gas. Important in this 
regard is the admonition to Texas Eastern that, "If lines are to be used 
for the transmission of natural gas, you must file a request for a Certi- 
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ficate of Convenience and Necessity with the Federal Power Commission 
within 30 days after receipt of this Letter of Intent. TT 

2. The subject matter desired by petitioners to be made a part 

of the record upon hearing at direction of this Court relates to a contention 
made by petitioners regarding anti-trust violations. The Petition for 
Review is replete with assertions in this respect. 

Petitioners, by their application are, of necessity, requesting this 
Court to hold as a matter of law that the evidentiary value of the "letter" 
is that the Commission erred when, with respect to the petitioners' 
argument regarding federal anti-trust laws, it concluded that (p. 21): 

"There is no evidence before the Commission in the case at hand of any 
apparent violations of the anti-trust laws. " 

3. Petitioners have asserted no ambiguity in the terms and provisions 
of the contract; nevertheless, they now seek to modify and vary the clear 
and unequivocal terms of a solemn written agreement by evidence which is 
wholly consistent with the contract itself. 

4. The contents of the "letter" are consistent with the conclusions 
of the Commission, and it is not the type of evidence which, if considered 
by the Commission, would require rescission of the order appealed from. 

5. The "letter" cannot be effective to negative or set aside the 
provisions of the contract above referred to, which specifically authorize 
use of the Little Inch pipe line at the election of Texas Eastern for either 
the transportation of natural gas or the transportation of petroleum or 
petroleum products. The "letter" states upon its face that the Assistant 
Attorney General had been furnished with copies of the bid filed by Texas 
Eastern. The reference to "any other product" in addition to gas indicates 
that the bid had been read. Withholding of views with respect to legality 
of anti-trust laws of use or utilization of the facilities were limited to 
those "not needed for the operations of the purchaser as set forth in their 
bid. ” The Commission is advised by Texas Eastern and, therefore, avers, 
upon information and belief, that the bid specifically stated that Texas 
Eastern might use the Little Inch in the transportation of petroleum 
products. 
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6. The ’letter” is not material to a proper determination of the 
issues before the Commission in the proceeding. The basic issues are 
whether (1) public convenience and necessity permits abandonment of 
certain existing facilities by Texas Eastern, and (2) public convenience 
and necessity require that a certificate issue authorizing construction and 
operation of the facilities proposed. The ’’letter” has no probative value 
with respect to such issues. Certainly, it cannot be said to be material 
in that respect. 

7. Respondent, Federal Power Commission, in answering the 
application for leave to adduce additional evidence at this time, neverthe¬ 
less agrees with petitioners that this Honorable Court should reserve 
action upon the application until final argument on the petition for review. 
The purposes suggested by petitioners for which the ’’letter” could or 
would be used depend upon the decision of this Court with respect to 
whether the Commission was in error in concluding that, ’’There is no 
evidence before the Commission in the case at hand of any apparent viola¬ 
tions of the anti-trust laws. ” 

WHEREFORE, by reason of the foregoing, the application for leave 
to adduce additional evidence should be denied. 

Respectfully submitted, 

/s/Willard W. Gatchell, 

General Counsel 

/s/ William J. Grove 

Assistant General Counsel 

William L. Brunner, Attorney 

Counsel for Respondent 

Federal Power Commission 


Washington, D. C. 
September 19, 1955. 
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[ Filed September 26, 1955, Joseph W. Stewart, Clerk] 

ANSWER OF TEXAS EASTERN TRANSMISSION 

CORPORATION IN OPPOSITION TO APPLICATION 

FOR LEAVE TO ADDUCE ADDITIONAL EVIDENCE 

Texas Eastern Transmission Corporation (Texas Eastern) opposes 
the Application of Chotin Towing Corporation (Chotin) and Greenville 
Towing Company, Inc., (Greenville) for Leave to Adduce Additional Evi¬ 
dence for the reasons set forth in the following answer to the numbered 
paragraphs of said application: 

1. Opinion and Order No. 282 of the Commission speaks for itself. 
The contract between War Assets Administration and Texas Eastern pur¬ 
suant to which the latter purchased the Little Inch pipe line was received 
in evidence as Exhibit 35 and contains the following pertinent provisions: 

’TV. You may, at your election, use both lines for transpor¬ 
tation of natural gas or transportation cf petroleum and/or petroleum 
products, or one line for transportation of natural gas and the other 
line for the transportation of petroleum and/or petroleum products 
or any combination thereof. This provision is subject to the provi¬ 
sions of paragraph (7) of Section II hereof. If lines are to be used 
for the transmission of natural gas, you must file a request for a 
Certificate of Convenience and Necessity with the Federal Power 

Commission within 30 days after receipt of this Letter of Intent. M 

******* 

"XI. We have made available to the Attorney General the 
information as required by Section 20 of the Surplus Property Act 
and have been advised by the Attorney General of his approval of 
this proposed disposition to you. " 

2. It is admitted that the Petitioners made the argument paraphrased 
in paragraph 2 to the Commission. The Commission did not agree with it. 
Texas Eastern submits that the contract, the relevant provisions of which 
are quoted above, speak for themselves. 

3. What Mr. Leventhal, counsel for the Petitioners, said to the 
Department of Justice is wholly irrelevant. 


36 


4. What the Assistant Attorney General wrote Mr. Leventhal is 
equally irrelevant. 

5. The opinion of the Assistant Attorney General is not relevant to 

% 

any issue before the Commission in Docket G-2503. However, when read 
in the light of the bid which was the subject matter of the letter, it con¬ 
firms Texas Eastern’s right to use the Little Inch in petroleumproducts 
service. 

6. The inferences drawn by applicants from the letter are denied 
and the Assistant Attorney General’s opinion is irrelevant to any issue be¬ 
fore the Commission in these proceedings. Texas Eastern’s bid for the 
Little Inch specifically stated that it might use the Little Inch for the 
transportation of petroleum products. A copy of the War Assets Adminis¬ 
tration form on which all bids were required to be submitted is attached 
hereto as Exhibit A. Texas Eastern completed this form, and under 
BASIS OF PROPOSAL, page 1 of the form, specified subparagraph 4 on 
page 1 as its election for use of the lines. Said election reads as follows: 

’’4. Both lines to be used at the election of the bidder. 

(Both lines for transportation of natural gas or transportation 
of petroleum and/or petroleum products, or one line for 
transportation of natural gas and the other line for the trans¬ 
portation of petroleum and/or petroleum products or any com¬ 
bination thereof.)” 

As a further part of its proposal under the heading ’’Method of 
Operation, Including Prospective Sources of Supply, Markets and Operat¬ 
ing Organization” Texas Eastern stating that it contemplated use of both 
lines for transportation of natural gas said: 

’’However, the Company may alter this program of operation 
to the extent of using a portion of the lines for the transportation 
of petroleum and/or petroleum products if subsequent developments 
indicate that this is economically desirable. ” 

It will be noted that the letter states upon its face that the Assistant 
Attorney General had been furnished with copies of said Texas Eastern 
bid; that the opinion refers to ’’any other product” in addition to gas; that 
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the withholding of views with respect to the legality under the anti-trust 
laws of future utilization of the facilities was limited to those M not needed 
for the operations of the purchaser as set forth in their bid”. 

7. Applicant’s statements in this paragraph are a conclusion of law 
and require no answer. 

8. There was no reason for Texas Eastern to disclose a letter which 
was wholly irrelevant to any issue before the Commission. 

9. The statements contained in this paragraph are argumentative, 
contain conclusions of law and are wholly irrelevant to any issue before 
the Court. To the extent that they charge ’’concealment" or any other 
improper conduct by Texas Eastern they are wholly denied. The Thompson 
memoranda therein referred to were in fact paraphrased and distorted 

by Petitioners in an application filed with the Commission to reopen the 
hearing. In its Opinion 282 the Commission made the following disposi¬ 
tion thereof: 

”. . . we are unable to perceive how and in what respect our 

conclusions could be affected by consideration of such additional 

evidence.” 

10. 11, 12 and 13. These paragraphs are argumentative and con¬ 
tain conclusions of law and require no answer. 

14. Texas Eastern submits that this Honorable Court should deny 
the petition now. 

Respectfully submitted, 

/s/ Charles I. Thompson 
/s/ R. Clyde Hargrove 
/s/ Keith M. Pyburn 


Dated: September 19, 1955 
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EXHIBIT A[To Answer of Texas Eastern Transmission Corporation 

in Opposition to Application for Leave to Adduce Additional 
Evidence ] 

WAR ASSETS ADMINISTRATION PROPOSAL FOR 
PURCHASE OF WAR EMERGENCY PIPE LINES 
COMMONLY KNOWN AS BIG AND LITTLE BIG 
INCH PIPE LINES TOGETHER WITH ALL FACILI¬ 
TIES AND PROPERTY USED IN CONNECTION WITH 
THESE LINES. 

PLANCOR 1226 AND PLANCOR 1680 
CLOSING DATE 12 NOON, FEBRUARY 8, 1947 
PUBLIC READING 11 A.M. FEBRUARY 10, 1947 

ALL PROPOSALS must be addressed to War Assets Administration, 

Office of Real Property Disposal (Industrial Division) P. O. Box 2707, 
Washington 13, D. C. The proposals must be received not later than 
12:00 Noon on February 8, 1947. No proposals received after the time 
and date specified will be considered. Public reading of proposals will 
be held at 11:00 A. M., February 10, 1947, Railroad Retirement Building, 
Third and C Streets, S. W., Washington, D. C. 

PART I 

SUBMITTED BY: (NAME) 

(ADDRESS) 

BASIS OF PROPOSAL: 

In making proposals, bidders should consider the Supplementary 
Report to Congress filed by the War Assets Administrator under date of 
December 18, 1946. 

Each proposal must specify the use or uses described in one of the 
following paragraphs, the basis of the proposal being indicated by striking 
out the remaining three paragraphs; 

1. Both lines for use for transportation of petroleum and/or 
petroleum products; 

2. Both lines: one line for use for transportation of petroleum and/ 
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or petroleum products and the other line for use for transportation of 
natural gas; 

3. Both lines for use for transportation of natural gas; 

4. Both lines to be used at the election of the bidder (Both lines for 
transportation of natural gas or transportation of petroleum and/or 
petroleum products, or one line for transportation of natural gas and the 
other line for the transportation of petroleum and/or petroleum products 
or any combination thereof.) 

NOTE: If gas use is contemplated, the bidder must attach a detailed 
statement of his plan for the utilization of flare gas, indicating the esti¬ 
mated percentage to be transported through the lines on a basis of daily 
capacity. 

PURCHASE: Amount 

BID IN DOLLARS: Big Inch 

Little Big Inch 
Total 

PROPOSED METHOD OF PAYMENT: 

1st Payment .... $100,000 i Certified check or U. S. Govern¬ 
ment Bonds with proposal. 

2nd Payment . . .$1,000,000 i Certified check or U. S. Govern¬ 
ment Bonds upon receipt from 
War Assets Administration of 
! Letter of Intent to sell to success- 
i ful bidder. Said letter must be 
I accepted within five (5) days of 
receipt. 

3rd Payment . . . $400,000 i Certified check or U. S. Govern¬ 
ment Bonds upon issuance of a 
i letter of entry authorizing posses- 
i sion under an interim lease (See 
Part in paragraph 9). 

Final payment ... 1 In cash, or part cash and the re- 

: mainder in first mortgage bonds 
as indicated in the note below. 

This payment will be made not 
i later than nine months after the 
issuance of the letter of intent 
referred to above; Provided, that 
i this period may be extended by the 
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Administrator if, upon the show¬ 
ing of good and sufficient cause 
by the bidder, he considers such 
extension to be to the best inter¬ 
ests of the government. 

NOTE: (If any bidder desires to 
deliver to the War Assets Admin¬ 
istrator first mortage bonds on 
the pipelines and facilities, the 
War Assets Administrator will 
accept such securities, subject 
to the approval of counsel, in an 
amount representing not more 
than 50% of the total purchase 
price; provided that such securi¬ 
ties will be fully amortized by 
equal semi-annual principal pay¬ 
ments, the final payment to be due 
not later than 20 years from the 
delivery of the quit claim deed, 
and provided also that the bonds 
offered in payment bear interest 
at not less than 4% per annum.) 


PART n 

Each bidder shall attach to his proposal a statement containing the 
following information: 

1. FORM OF BUSINESS ORGANIZATION: (if corporation, furnish 
name of state of incorporation). 

2. ORGANIZATION: The names and addresses of: 

(a) Officers, partners, principal executives, or proprietor; 

(b) Board of Directors, if any; 

(c) Each stockholder holding more than five percent of 

voting stock, if any 

3. FINANCIAL STATEMENT, which should include the proposed 
plan for raising funds to finance the purchase of the lines. 

4. METHOD OF OPERATION, INCLUDING PROSPECTIVE SOURCES 
OF SUPPLY, MARKETS AND OPERATING ORGANIZATION. 

5. PROPOSED MINIMUM ANNUAL AMOUNT TO BE EXPENDED 
FOR MAINTENANCE OF IDLE FACILITIES AND DETAILS OF PLAN FOR 
EFFECTING NECESSARY MAINTENANCE. 
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Part m 

INSTRUCTIONS AND CONDITIONS 

1. Separate bids must be filed for each proposal. Bidders may 
submit more than one proposal. Any bidder submitting more than one 
proposal will be required to make only one initial payment of $100,000. 
Such a bidder should indicate on each proposal to which the initial payment 
is not attached that the payment is attached to another specific proposal. 

2. Initial payments of $100,000 will be returned to unsuccessful 
bidders upon rejection of their bids. 

3. Initial payment of $100,000 received from bidder to whom a 
Letter of Intent is issued may be retained by the Government if the sale 
is not consummated to said bidder, and if, in the opinion of the War 
Assets Administrator, said bidder has not acted in good faith or has not 
exercised diligence in his efforts to consummate the sale pursuant to 
terms of the Letter of Intent. In the event that a deed is not delivered 
and the final payment made within the time prescribed in the Letter of 
Intent, the second payment of $1,000,000 will be returned to the successful 
bidder except as provided in paragraph 4 of this part. 

4. In the event that a bidder has taken possession pursuant to 
paragraph 9 of this Part, and the deed is not delivered and the final 
payment made within the time prescribed by the Letter of Intent the 
War Assets Administrator will return the second and third payments of 
$1,000,000 and $4,000, 000, respectively, provided however, that he may 
retain the following portions from said payments: 

a. Such amount as may, in his opinion, be necessary to com¬ 
pensate the Government for loss or damage to the pipelines 
and facilities, not compensated for by insurance or otherwise, 
occurring during the period of the interim lease; and 

b. The amount of any unpaid rentals due to the Government under 
said lease. 

5. Any government bonds returned to the successful bidder pursuant 
to paragraphs 2, 3, and 4 of this Part will be returned with accrued 
interest. In the event that the government retains any bonds under said 
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paragraphs it shall also retain the interest which accrued on any such 
bonds while in its possession. 

6. Proposals are made with the full knowledge that the government 
will sell the pipelines and facilities on an "as is, where is" basis and will 
transfer the property by quitclaim or other form of deed without warranty 
express or implied. Furthermore, the Government will transfer or assign 
only those rights, permits, rights of way agreements; and easements 
relating to the pipelines and facilities which are now held, or in the 
process of acquisition, by the Government; PROVIDED HOWEVER, that 
the Government will complete legal proceedings instituted by it and now 
pending relating to the acquisition of easements, rights of way or other 
rights of use in connection with the pipelines and facilities. (NOTE: 

Major rights of way limitations, Rights of way in Louisiana, in some 
cases, are subject to the limitation that gas produced in any field in 
Louisiana is not to be transported without prior approval of the State; 

and, in Pennsylvania the permits for stream crossings limit the use of 
the line to the transportation of "petroleum or its by-products".) 

7. NATIONAL SECURITY PROVISIONS. The sale of the pipelines 
and facilities will be made subject to the National Security Provisions, 
substantially in the form attached. (Enclosure A). 

8. If lines are to be used for the transmission of natural gas, the 
bidder must file a request for a Certificate of Convenience and Necessity 
with the Federal Power Commission within 30 days after receipt of Letter 
of Intent to sell from War Assets Administration. 

9. The War Assets Administration desires to keep the lines in 
operation either for the transmission of gas or the transportation of oil. 

To this end it will encourage the successful bidder to take possession of 
and operate the facilities immediately upon termination on April 30, 1947, 
of the present emergency permit. Terms of such interim use will be 
similar to those under which the lines are presently being operated under 
the emergency permit insofar as applicable. 

10. The successful bidder must comply with the requirements of 
Regulation 10 of the War Assets Administration. Special attention is 


invited to Section 15 of this Regulation. 

11. Instruments of conveyance shall be subject to the approval of 
the Legal Department of War Assets Administration. 

12. Each bidder will promptly submit such additional information 
and data with respect to its financial structure, financial resources, 
plans of operation and other pertinent matters as War Assets Administra¬ 
tion may require. 

Submitted by: 


(Title) 


DATE: 


1947 
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PETITIONERS’ STATEMENT OF ISSUES 
ON PETITION FOR REVIEW 

1. Whether the Federal Power Commission (’’Commission") erred 
in failing to consider the advantages and disadvantages of Texas Eastern’s 
project, for the abandonment of gas service of the Little Inch and construc¬ 
tion of replacement gas facilities, in the light of the future public convenience 
and necessity. 

2. Whether the Commission erred in holding that the anticipated 
future developments of Texas Eastern’s expansion were not an issue in the 
case, merely because authorization to expand sales and deliveries was not 
sought in the pending application. 

3. Whether the Commission erred in rejecting evidence to show that 
with the next block of Texas Eastern’s expansion cost of gas service would 
be significantly greater than if the Little Inch had been retained in service. 

4. Whether the Commission, which relied on the possible "flexibility” 
advantages of Texas Eastern’s tie line between two systems, erred in 
prohibiting cross-examination into the feasibility of Texas Eastern’s con¬ 
structing such tie line, without abandoning the Little Inch line, upon an 
expansion in gas service of less than 300- 500 million cubic feet per day. 

5. Whether the Commission erred in denying motion to reopen the 
proceeding to adduce newly discovered evidence of Texas Eastern memor¬ 
anda that such tie line is feasible without abandoning the Little Inch upon a 
modest expansion in gas service of 200 million feet per day, which would be 
achieved by 1957. 

6. Whether the Commission erred in rejecting evidence of alterna¬ 
tives, other than the one applied for by Texas Eastern, better accomplish¬ 
ing gas service advantages and not resulting in the deleterious consequences 
complained of by petitioners. 

7. Whether the Commissioner erred in prohibiting the introduction 
of evidence in support of Part n of Proffer of Proof filed by Chotin and 
Greenville. 

8. Whether the Commission erred in holding that it had no jurisdiction 
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or concern with the complaint of barge operator petitioners, and in rejecting 
petitioners 1 proffer of proof to show, that because of the Commission’s 
order they would be confronted not with free and fair competition in products 
transportation from the Little Inch products line standing on its own feet 
but with competition based on Texas Eastern’s special advantages as a 
natural gas company sheltered by the Commission free from competition, 
and used as a vital element in and foundation for launching and conducting 
the Little Inch as a products transportation enterprise that could not be 
financed on its independent merits; that such special advantages would be 
significantly enhanced, by the granting of the application, due to an increase 
in gas earnings available to Texas Eastern to absorb products transporta¬ 
tion losses pending displacement of the barge operators, and that these 
special advantages will enable Texas Eastern to establish a monopoly in the 
products transportation market. 

9. Whether the Commission erred in finding a public interest in 
conversion of the Little Inch to products service under present circumstances 
on the basis of the fact that the Government’s 1947 agreement selling the 
Inch lines to Texas Eastern permitted either petroleum use or natural gas 
use. 

10. Whether this Court should grant the motion to adduce before the 
Commission the evidence that in 1947 the Justice Department cleared the 
sale of the Inch lines on Texas Eastern’s representation of natural gas use, 
and with express refusal to consider any changes in plan. 

11. The Commission erred in rejecting prof erred evidence that peace¬ 
time conversion of the Little Inch impairs petroleum products transporta¬ 
tion facilities available for emergency and thus is contrary to the national 
defense. 

12. Whether the Commission erred in relying on the possible advantage 
to gas consumers of immediate conversipn of the Little Inch in removing 

the threat of disruption of gas service if the Government should in an 
emergency require conversion of the Little Inch while (a) at the same time 
the Commission rejected evidence that immediate conversion is contrary to 


the national defense, (b) there was no evidence before the Commission as 
to defense planning involving the Little Inch, and (c) the Commission 
rejected the motion of May 20, 1955, to reopen the proceedings for newly 
discovered evidence that such defense planning is interested in transporta¬ 
tion of crude petroleum and in conversion of the Big Inch, which line 
remains subject to the dormant estate. 

12. Whether the Commission erred in failing to conclude that the 
hostility of the Examiner to petitioners and their counsel, as shown by 
his conduct and rulings, constituted denial of a fair hearing. 

13. Whether the Commission erred in holding that petitioners’ 
failure to seek disqualification of the Examiner estopped them to claim 
denial of fair hearing due to the Examiner’s hostility. 

Of the foregoing issues, items 1-6 are in behalf of the petitioners 

City of Pittsburgh, Chotin and Greenville; and items 7-13 are in behalf 

solely of petitioners Chotin and Greenville. 

Respectfully submitted, 

J. Frank McKenna, Jr. 

City Solicitor for the City 
of Pittsburgh 

Robert Engel 

Assistant City Solicitor for 
the City of Pittsburgh 

Harold Leventhal 
Washington, D. C. 

Bryce Rea, Jr. 

Washington, D. C. 

Attorneys for Petitioners 


October 25, 1955 
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COPY 

STATEMENT BY FEDERAL POWER COMMISSION, RESPONDENT 
OF ISSUES ON PETITION FOR REVIEW 

Pursuant to the Direction of the Court, F ederal Power Commission, 
Respondent, submits the following statement of issues involved in the above- 
captioned case: 

I. Whether the petitioners were aggrieved by the order of the 
Commission granting a certificate of public convenience and necessity to 
Texas Eastern Transmission Corporation and permitting abandonment of the 
Little Inch line by the company. 

n. Whether the City of Pittsburgh may properly assert as error by 
the Commission points which were not set forth in its Petition for Rehearing 
to the Commission (Points 1, 7, 8 and 9), a point which alleges no error and 
is wholly argumentative (Point 3), and points which relate to exclusion of 
evidence not offered by the City of Pittsburgh and as to which no objections 
or exception was made or taken by the City of Pittsburgh (Points 2, 4, 5 and 
6 ). 

HI. Whether, in a proceeding pursuant to Sections 7 (b) and 7 (c) of 
the Natural Gas Act wherein no new markets were proposed to be served or 
capacity increased, the evidence establishes that abandonment of certain 
facilities and construction and operation of proposed facilities will (1) immed¬ 
iately reduce operating expenses substantially, (2) immediately permit 
greater flexibility of system operations, (3) immediately permit economic 
purchase of additional natural gas reserves, (4) enable greater ejqpansion of 
system capacity than presently exists, and (5) immediately remove a threat 
to continuity of natural gas service to present consumers, the Commission 
erred in holding that under the Natural Gas Act, its duty was to gauge the 
impact of Texas Eastern’s venture in the oil business upon the company, its 
customers, and the consumers solely from the standpoint of natural gas 
service. 

IV. Whether under the circumstances of HI above the Commission 
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properly held that evidence with respect to possible alternatives was not 
relevant. 

V. Whether under the circumstances of HE above the Commission 
properly held that evidence comparing system cost of service under opera¬ 
tions as proposed in the application with cost of service under hypothetical 
future ejq)ansions was not relevant. 

VI. Whether a full and fair hearing was accorded to petitioners in the 
instant proceeding. 

Respectfully submitted, 

Willard W. Gatchell 
General Counsel 

William J. Grove 
Assistant General Counsel 

William L. Brunner 
Attorney 


Louis C. Kaplan 
Attorney 

Counsel for Respondent 

Federal Power Commission 
441 G Street, N. W. 
Washington 25, D. C. 


Washington, D. C. 
September 30, 1955 
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STATEMENT BY TEXAS EASTERN TRANSMISSION CORPORATION, 
INTERVENOR, OF ISSUES ON PETITION FOR REVIEW 

Pursuant to the Direction of the Court, Texas Eastern Transmission 
Corporation, Intervenor, submits the following statement of issues involved 
in the above-captioned case: 

I. Whether Petitioners which carry gasoline and other petroleum 
products by barge from Gulf Coast and lower Mississippi ports to markets 
in the Mississippi and Ohio River valleys are aggrieved within the meaning 
of Section 19 (b) of the Natural Gas Act by an Order of the Federal Power 
Commission authorizing a natural gas company to construct facilities to 
perform precisely the same service now rendered through an existing pipe¬ 
line permitted to be abandoned, the natural gas company having disclosed 
its intention to operate the latter facility as a common carrier of petroleum 
products which may compete with barges. 

II. Where in a proceeding pursuant to Sections 7 (b) and (c) of the 
Natural Gas Act involving no change of service to customers, or rates or 
charges, The Federal Power Commission found on substantial evidence that 
abandonment of one pipeline and construction and operation of another to 
perform the same service will (1) reduce operating expenses substantially, 

(2) permit greater flexibility of system operations, (3) give access to 
additional natural gas reserves, (4) create a more readily expandable system 
capacity than presently exists, and (5) remove a threat of disruption of 
natural gas service to present consumers; it having been disclosed that the 
abandoned pipeline would be used as a common carrier of petroleum products 
regulated by the Interstate Commerce Commission, and the Commission 
having found that this operation would not have an adverse effect upon natural 
gas operations, did the Commission err in holding that; 

a. Its duty was to appraise the project from the 
standpoint of natural gas service. 

b. It was not required to gague the impact of the 
future operation of a common carrier petroleum products 
pipeline upon barge operators, the oil business or the 
national defense. 
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c. It was not required to receive estimates of 

the future cost of service on an assumption that the proposed 
new line might some day be expanded when the factors enter¬ 
ing into a computation of such cost were unknown and the 
Commission found that the estimate would be "useless and 
meaningless". 

d. It was not required to consider as an "alternative" 
a proposal of barge intervenors that the facility sought 

to be abandoned be retained and the other line built for 
possible future expansion. 

e. The entire Record shows differences of opinion 
between the Examiner and counsel for intervening barge 
companies regarding scope of issues involved and that 
the latter’s adamant refusal to abide by the Examiner’s 
rulings engendered feeling, but there was no bias or prejudice 
on the part of the Examiner and that the Petitioners were 

not prejudiced because of the Examiner’s rulings or con¬ 
duct of the hearing. 

Respectfully submitted, 

/s/ Charles I. Thompson 
1035 Land Title Building 
Philadelphia 10, Penna. 

/s/ R 0 Clyde Hargrove 
Texas Eastern Building 
Shreveport, Louisiana 

/s/ Keith M. Pyburn 
425 - 13th Street, N.W. 
Washington, D. C. 

Of Counsel: 

Charles I. Francis 
Mellie Esperson Building 
Houston, Texas 

Ballard, Spahr, Andrews & Ingersoll 
1035 Land Title Building 
Philadelphia 10, Penna. 
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Hargrove, Guyton, Van Hook & Hargrove 
Texas Eastern Building 
Shreveport, Louisiana 

Chapman & Wolfs on 
923 Pennsylvania Building 
Washington 4, D.C. 

Washington, D.C. 

Dated: November 23, 1955 

(Certificate of Service) 
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3013 [Filed October 18, 1955] 

(Hearing Exhibit No. 23) 

TEXAS EASTERN TRANSMISSION CORPORATION 

Docket No. G - 
Exhibit No. E 

Resolutions of Board of Directors 

I, J. W. Hargrove, Secretary of Texas Eastern Transmission 
Corporation, do hereby certify that the following is a true, correct, and 
complete copy of resolutions passed by the Board of Directors of Texas 
Eastern Transmission Corporation at a meeting thereof duly convened and 
held on June 30, 1954, at which a quorum was present and acting, and which 
resolutions have not since been amended or rescinded: 

RESOLVED, that this Board of Directors does 
hereby approve the project of removing from gas 
service the Company’s 20-inch (Little Big Inch) pipe 
line system from the vicinity of Beaumont to a point 
near Moundsville, West Virginia for reconversion to 
the transportation of petroleum products, and of con¬ 
structing such additional gas facilities as might be 
necessary to enable the Company to continue to deliver 
to its customers the quantities of gas currently being 
transported through the 20-inch (Little Big Inch) pipe¬ 
line system to be removed; and further 

RESOLVED, that the President or any Vice 
President or Counsel of the Company be and he is 
hereby authorized and empowered to file with the 
Federal Power Commission an application or applica¬ 
tions for a Certificate of Public Convenience and 
Necessity with respect to such project, together with 
any and all necessary exhibits in connection therewith 
and to file any supplements, amendments, motions 
(including motions to withdraw the application), 
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objections, answers or other documents considered by 
such officer to be necessary or desirable in connection 
therewith. 

In Testimony Whereof witness my hand and the seal of said Corporation 
this 2nd day of July, 1954. 

/s/ J. W. Hargrove 
Secretary 

Federal Power Commission 
Docket No. G-2503 
Hearing Ex. No. 23 
Date Identified 12/6/54 
Date Admitted 12/6/54 
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3014 [Filed October 18, 1955] 
(Exhibit 24) 


BEFORE THE 

FEDERAL POWER COMMISSION 
UNITED STATES OF AMERICA 


In The Matter Of 

Texas Eastern Transmission 


Corporation) 


Docket No. G-2503 


Prepared Testimony of B. D. Goodrich 


Federal Power Commission 


Docket No. G-2503 
Hearing Ex. No. 24 
Dated Identified 12/6/54 
Dated Admitted 12/6/54 


My name is B. D. Goodrich. I am a resident of Shreveport, Louisi¬ 
ana. My present position with Texas Eastern Transmission Corporation 
is Vice President and Chief Engineer. In this capacity I plan and super¬ 
vise the operations of the Engineering Department. 

I was educated at The Rice Institute, Houston, Texas, receiving a 
degree of Bachelor of Science in Civil Engineering in 1935. 

Early in 1936 I was employed by the United Gas Pipeline Company 
as an Engineer with duties pertaining to the design and construction of 
compressor stations, natural gasoline plants, and the necessary pipelines, 
storage tanks and other facilities required to transport natural gas, crude 
oil and petroleum products. During January 1943 I entered the Military 
Service, Civil Engineer Corps of the U. S. Navy, where most of my 
assignments were related to special petroleum projects, being attached 
to the office of Chief of the Bureau of Yards and Docks. These assign¬ 
ments included the construction of aviation gasoline refineries, the design 
and planning of oil pipelines and the organization and direction of explora¬ 
tory oil drilling for the Navy outside of the continental limits of the United 
States. 

I returned from the Service in July 1946 and re-entered the employ 


of the United Gas Pipeline Company. Early in 1947 I began working on the 

3015 Texas Eastern project and shortly after that company had completed ita 
organization and assumed the operation of the Big Inch and Little Big Inch 
pipelines, I joined it in the capacity of Chief Engineer. I remained with 
Texas Eastern in this capacity until being elected Vice President and 
Chief Engineer in 1950. 

I have appeared before this Commission and testified in previous 
Applications by Texas Eastern in Docket Numbers G-880, G-1003, G-1012, 
G-1089, G-1964, G-2340 and G-2341. 

My testimony will cover a general description of the facilities to be 
installed, those to be removed from gas service, and the proposed method 
of operating the system after the rearrangement has been made. I will 
also cover in detail the following: 

Hearing Exhibit #1; Hearing Exhibit #2; 

Hearing Exhibit #3; Hearing Exhibit #11, 
pages 2 and 6; 

Hearing Exhibit #12, Schedule 1, Line 14 
Schedule 2, Line 17; 

Hearing Exhibit #13, Capital Costs 

Certification Requested 

Texas Eastern is requesting in this application the authority: 

(1) To construct and to operate those facilities detailed 
in paragraph IV of the application and appearing 
schematically on Exhibit No. 2 and detailed on 
Exhibit No. 8 as to physical location on the system, 
together with all appurtenances necessary for their 
complete operation. 

3016 (2) To retire from natural gas service those facilities 

detailed in the application, arid appearing schemat¬ 
ically on Exhibit No. 2 and detailed by location in 
Exhibit No. 15. 

The type of compression equipment used for the purpose of preparing 
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these exhibits is only one method of compressing the gas and several 
alternate methods have been under study with no definite conclusion being 
reached as to their use at the time the exhibits were prepared. These 
studies have been continued and appear to present a more efficient and 
economical method of compression than the scheme used in the preparation 
of this case. Should this be true, then we would propose to so advise the 
Commission and request substitution of alternate facilities at compressor 
stations from those requested in the original application. Any alternate 
compression facilities would produce an even more favorable cost of 
service after rearrangement of the facilities than presented by the exhibits 
in this application. 

Proposed Construction Schedule 

For the purposes of preparing the exhibits in this application, 
certain assumptions as to timing for the construction of the new facilities 
were necessary. We have assumed that a Certificate would issue by 
January 1, 1955 and that during the next 16 months the construction of the 
new facilities and rearrangement of the existing facilities will have been 
completed; and, therefore, by May 1, 1956 we will be in a position to re¬ 
move that portion of the Little Inch pipe line from gas service for which 
authorization is being sought in this application. This construction period 
3017 will remain the same regardless of the date at which a Certificate should 
issue. 

In the construction of the new compressor stations we anticipate we 
will be able to use a substantial number of the existing reciprocating 
compressors and their auxiliaries, but a complete timetable for the 
availability of this equipment from the present system could not be made 
at the time the exhibits were prepared in this application. Therefore, in 
the preparation of the cost estimates for the new facilities to be construct¬ 
ed, we have included in our estimates the purchase of all new machinery 
and equipment. To the extent that existing compressor equipment can be 
made available at the proper time to install at the new installations, then 
our construction costs and cash requirements will be reduced. In order 
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to effectuate the availability of compressor equipment from our present 
system, it will be necessary to reduce the amount of gas transported 
through the 20" and 24 M pipe lines. This reduction in throughput is 
complicated by gas purchase obligations, but may be accomplished through 
the medium of having foreign pipe lines transport gas for Texas Eastern. 

In the exhibits in this application, all of the compressor equipment not 
required for compression on the system after the proposed facility 
rearrangement have been retired from gas service and transferred to 
F. P. C. Account 110. Upon completioh of the proposed rearrangement, 
an adjustment will be made to this accqunt to reflect any reuse of equip¬ 
ment that has been accomplished. 

Availability of Materials 

During recent weeks I have had personal contact with many suppliers 
of pipe, equipment and other materials and have received satisfactory 
3018 assurances that the necessary components for the proposed construction 
will be available to us within the time called for in our construction 
schedule and at a price consistent with that used in our construction 
estimates. 

Manner of Operating System 
After Rearrangement of Facilities 

The operation of the system after the rearrangement described in 
this proceeding will be supervised by company forces under existing 
management and organization. Of course, some new personnel will be 
required for field forces, but it is expected that transfers from our 
existing property will be made to form the nucleus of the required operat¬ 
ing personnel. Texas Eastern has not entered into any management or 
service contracts and we do not expect they will be required for this 
program. 
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Discussion of Exhibits 

Exhibit No. 1 - Pipeline System Map - Existing System. 

This exhibit is a map of the pipe line system of Texas E astern 
Transmission Corporation as it now exists. It was prepared under my 
supervision and direction. The legend on this map indicates by colors 
certain components of this system as follows. 

The original Big and Little Inch systems which Texas Eastern 
purchased from the Government are indicated by a green color. These 
are the facilities which the subject to the National Security Provisions 
imposed by the Government at the time of the purchase by Texas Eastern. 

The additional property which has been constructed by Texas 
Eastern since the original purchase of the property is indicated by a red 
color. These facilities are not subject to the National Security Provisions. 

At the time of the preparation of this exhibit, a pipe line had been 
proposed to be constructed connecting the Provident City-Castor Line 
and the Big Inch line at Longview, Texas. This pipe line is shown in 
blue color on this map. We have subsequently received authorization in 
Docket G-2472 to construct this line. It has been completed and is now 
in service. 

Other colors indicate certain associated companies of Texas Eastern, 
subsidiary companies of Texas Eastern, and major foreign pipe lines 
which deliver gas to Texas Eastern at various points on its system. 

The flow of gas in the present system consists of four major 
components. 

(1) The original Big and Little Inch systems. 

(2) The Kosciusko to Oakford Storage 30 ? line. 

(3) Deliveries by Texas Gas Transmission Corporation 
near Cincinnati, Ohio. 

(4) Oakford Storage Field. 

Gas in South Texas is received from the Wilcox Trend Gathering System 
near Provident City and moves through a 24" line to the Joaquin Compress¬ 
or Station where it can be directed either to Longview, Texas through the 
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recently constructed pipeline connecting these two pipe lines, or eastward 
for delivery into the Little Inch System at Station E, or for delivery to 
Texas Gas Transmission Corporation for transportation to Ohio. Gas in 

3020 Northeast Texas and the Carthage area is delivered into the original Big 
Inch line and moved directly up that portion of the system. Gas in Louisi¬ 
ana is introduced into the 20 M system, together with some gas from the 
Gulf Coast area of Texas. Quantities up to 200, 000 Mcf are delivered to 
the Texas Gas Transmission Corporation in North Central Louisiana and 
the remaining gas is transported up the original Little Inch System. The 
Big and Little Inch Systems are operating at maximum capacity, and due 
to the conditions existing at the time of their original conversion to gas 
transmission, have certain limitations on further e^qpansion on this portion 
of the system as it now exists. 

Gas for the 30” Kosciusko to Oakford Storage pipe line is delivered 
to that line at Kosciusko, Mississippi, from the United Gas System which 
is the major source of supply for this pipe line. 

The third element of gas flow results from the delivery of gas in 
Louisiana to the Texas Gas Transmission Corporation and the redelivery 
by them at our Station 16 near Lebanon, Ohio, of quantities up to 235,000 
Mcf per day. The original system across the State of Ohio has been looped 
to permit transportation of this additional quantity of gas. 

Oakford Storage Field, located as it is at the intersection of our 
major transmission lines near Pittsburgh, Pennsylvania, permits the 
flow of gas normally from Oakford Storage through the present system to 
the East Coast or through the Texas Eastern Penn-Jersey line to the East 
Coast. Gas is withdrawn from storage usually during the five winter 
months and returned to storage during the seven remaining months, but 
in times of emergency, gas can be withdrawn at any time and can flow in 
any direction from storage, including to the West, if that is necessary. 

3021 This arrangement of separate transmission systems through differ¬ 
ent territories has certain inherent advantages, such as the continuity of 
service, dispersal from military activity, and availability of electric 
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3022 


power. It would be almost impossible for any set of circumstances to 
completely shut off the gas from the system of Texas Eastern to all of our 
customers. The main weakness in our system at the present time is a lack 
of a connection between the system in Texas and Louisiana and the 30 Tt line 
originating in Northern Mississippi. The proposed facilities in this applica¬ 
tion will remedy this situation, and at the same time, maintain all of the 
other inherent advantages of our system. 

This Exhibit No. 1 is a companion to the following Exhibit No. 2 
which depicts the system of Texas Eastern after the rearrangement of 
facilities being requested in this docket has been completed. Particular 
attention is directed to the fact when comparing the two exhibits that a sub¬ 
stantial reduction in natural gas transmission facilities subject to the 
National Security Provisions has been made. 

Exhibit No. 2 - Pipe Line System Map- 
After Proposed Rearrangement of Facilities 

Exhibit No. 2 is another map of the same scale and general arrange¬ 
ment as Exhibit No. 1 with corresponding information in the legend indicat¬ 
ing the arrangement of the facilities after the changes requested in this 
application have been accomplished. 

The green color indicating the original Big and Little Inch Systems, 
which are subject to the National Security Provisions, has been reduced by 
approximately one-half on this exhibit. 

The orange color shows that portion of the Little Inch system proposed 
to be retired from gas service. The gas capacity now being transported 
through this portion of the pipe line system will be transferred through new 
facilities to be constructed and indicated by a blue color on this map, to 
the 30-inch Kosciusko-Oakford Storage pipe line. No reduction in gas 
delivery capacity will result from these proposed changes. Only two 
communities will be isolated from gas deliveries as a result of removing 
this line from gas service, and we propose to construct substitute facilities 
that will permit gas service to be continued to the town of Hampton, 
Arkansas, and the town of Newton, Texas. New pipe lines will be construct- 
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ed connecting with other gas transmission lines in these areas to the 
communities and, therefore, no service to any customer on the system of 
Texas Eastern will be jeopardized as a result of this planned rearrangement 
of facilities. 

Those facilities which Texas Eastern has constructed on its system 
and which are not subject to the National Security Provisions are indicated 
by the red color; and as on the previous Exhibit No. 1, the brown color 
indicates the associated companies, the purple color, the subsidiary 
companies, and the yellow color — those major foreign pipe lines deliver¬ 
ing gas to Texas Eastern. 

The facilities proposed to be removed from gas service consists 
of the original Little Inch pipe line system extending from the Baytown, 
Texas, area to the Ohio River, separating the States of Ohio and West 
Virginia. In addition, one compressor station east of the river, Station 
No. 20, will not be required after construction of the new facilities and 
will be retired from gas service. The proposed removal includes the pipe 
3023 lines, some compressor stations in their entirety and the reduction of 

horsepower at other stations. These facilities are detailed in Paragraph HI 
of the application. This retirement will consist of a continuous pipe line 
from the Baytown, Texas, point of origin to the Ohio River. 

Attention is directed to the blue color on this Exhibit No. 2, showing 
a new pipe line, 24-inch in diameter, proposed to be constructed from a 
point near Beaumont, Texas, across the southern portion of Louisiana, 
thence through Mississippi in a northeasterly direction and connecting to 
the 30-inch line at Kosciusko, Mississippi. Along this 30-inch line, 
intermediate compressor stations will be constructed at six locations. 
Additional horsepower will also be installed at each of the existing 
compressor stations on this pipe line. This line is susceptible to further 
expansion by the construction of intermediate compressor stations at the 
present time and by further looping and additional horsepower as circum¬ 
stances may require. This is a very efficient line and its expansion 
capabilities should be developed to permit our customers to realize the 
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cheapest transportation possible. 

Insert ”A TT shows by enlarged scale the area between Baytown, Texas 
and Beaumont, Texas, and the relationship of the facilities proposed to be 
constructed in this area to those presently existing. A 20-inch line will be 
required between Baytown and Station B. Smaller lines will be required 
from the area north of Beaumont to gather gas and deliver to the proposed 
compressor station at Vidor, Texas. 

This replacement capacity will deliver the gas back into our system 
at Station 21 - A, south of Pittsburgh, Pennsylvania, at which point gas can 
3024 flow either eastward through portions of the original Big and Little Inch 
systems, or northward into the Oakford Storage Field, or to the Texas 
Eastern Penn-Jersey Pipe Line for transportation to the metropolitan 
areas of Philadelphia, New York City and Newark, New Jersey. 

The system of Texas Eastern, after the rearrangement indicated 
on this exhibit, will have a flexibility of movement of gas to its major 
transmission arteries which it has never had previously. The new facili¬ 
ties will provide interconnections between all of our major lines and permit 
gas to be moved into any of them, either directly or by displacement. This 
will permit the most economical operationof the system at all times. The 
location of the new line between Beaumont and Kosciusko through the 
southern portion of Louisiana provides a pipe line located in a very prolific 
gas producing area to which we have never had access. This will allow the 
purchase of additional gas supplies as they are required, or as they become 
available and contribute to our ability to continue to provide the gas require¬ 
ments of our customers. 

The original Big and Little Inch pipe line systems were not construct¬ 
ed with the thought of locating them in the most favorable gas producing 
areas, and therefore, our area of gas supply has been limited to some 
extent. This new pipe line in South Louisiana will extend that area 
considerably. 

In addition to the advantages just described of flexibility and proximity 
to new gas producing areas for the company, we propose to show in this 




61 

application that the rearrangement of the system will also provide a more 
economical cost of transportation than now being experienced with our 
present system, even though additional facilities will be required. 

3025 Reductions in operating and maintenance expenses will result from this 
rearrangement of facilities. 

Exhibit No. 3 

An estimated cost of service for the year 1957 for the present system 
and rearranged system is shown by Exhibit No. 17. In order to call 
attention to the effect on the cost of service early in our presentation and 
to demonstrate the ultimate objective of the rearrangement of facilities 
which has just been discussed in connection with the two maps, an exhibit 
was prepared under my supervision and direction by a member of the 
Engineering Department. This exhibit compares the estimated cost of 
service for the year 1957 on the assumption that the source of gas and the 
points of delivery of gas will be the same as exists now in 1954 and will 
remain the same whether or not the conversion takes place. This exhibit 
indicates in Column B the cost of service as projected on the existing sys¬ 
tem for the year 1957; in Column C, the estimated cost of service after the 
rearrangement of facilities for the year 1957; and Column D shows the 
differences by major elements of cost between these two estimated costs 
of service. At this time I would like to call attention only to lines 11 and 
15 on this exhibit. 

Line 11, Column D, shows that the total estimated cost of service 
for the year 1957, after the rearrangement of facilities proposed in this 
application, will be reduced by a total of $993,100. This is on the basis 
of a 6-1/2% return. 

3026 Line 15, Column D, shows the total estimated cost of service at a 
6% return and estimates that after the rearrangement of facilities, the cost 
of service on the system will be reduced by $1, 227, 400. 

This is the important fact to bear in mind during the remainder of 
the testimony to be presented, all of which will be directed to supporting 
the figure summarized on this Exhibit No. 3. Attention is called to these 
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figures at this point in the case so that the effect of the proposed rearrange¬ 
ment of facilities which have just been described can be seen, and therefore, 
the objective of all of the remaining exhibits and testimony brought into 
focus. 

We believe that the rearrangement of facilities proposed in this appli¬ 
cation will provide the advantages which have already been discussed and 
will, in addition, produce a more economical, efficient cost of service to 
our customers, and that this is in the public interest and indicates the 
desire of this company to seek to perform its service in the best manner 
possible. 

Exhibit 11- Page 2 

This exhibit was prepared under my supervision and direction from 
data prepared by members of the Engineering Department and Consultants, 
and from data furnished from those responsible in other departments of 
the company for the preparation of estimates and forecasts. 

This exhibit shows the estimated Transmission Operation and Main¬ 
tenance expenses by primary account numbers for the years 1957, 1958, 

3027 and 1959. This schedule, when compared with Page 6 of this Exhibit 11, 
indicates the change in expenses that will be experienced by Texas Eastern 
upon completion of the rearrangements proposed in this application. 

To prepare this exhibit, we obtained the latest 12-month figures on 
maintenance and operation expenses and made certain known adjustments 
which had occurred, and projected the adjusted cost for the calendar year 
1954. This became the base from which our operations and maintenance 
costs were estimated for the period shown on this exhibit. We also obtained 
a gas balance for the years 1954 through 1959 and a detailed flow study was 
made, month by month, for the average day volume to be transported 
through the system. Certain of the operation and maintenance expenses 
are associated with gas throughput, others are not. With the expenses 
for the base year being determined from the historical performance of our 
system, the resulting estimates are as realistic as possible for a future 
period. We have maintained a careful analysis of these operation and 



maintenance expenses by months since Texas Eastern has been in operation 
and have analyzed these expenses, both as to the cost per horsepower and 
as to costs related to miles of pipe in service; thus, we have a substantial 
source of data for estimating purposes, i The important fact in this presen¬ 
tation is the reduction in operating expenses after rearrangement of the 
facilities, and, therefore, only those costs which relate to a difference 
between the before and after conversion are significant. Thoseitems of 
cost which do not vary between the before and after picture could well be 
eliminated, except that a total cost for operation and maintenance is desired 
for producing the income account and total cost of service. 

3028 Lines 3, 4 and 5 of this page are typical of those expenses which will 

be the same whether the proposed facilities are constructed or not, and 
these estimates are based on the actual costs incurred in operating and 
maintaining the purchased gas measuring stations and the computations of 
the cost of the gas purchased. The same sources of gas are involved in the 
before and after conversion presentations, and therefore, this estimated 
cost will be the same. Line 5 indicates that the total gas purchase e^qpense 
for the year 1957 is $128, 700 and that it is estimated to be the same in the 
following years. 

Line 7 - Operation supervision and engineering is a percentage figure 
determined as a relationship of this expense to the other total transmission 
operation expense, exclusive of power and fuel. The percentage which was 
used in these estimates was determined from the base year and amounts to 
19. 3%. As is indicated, some of the other expenses vary from year to 
year, and therefore, this item on line 7 varies also since it is a percentage 
figure of the varying expenses. This item is estimated for the year of 1957 
to be $791, 200; for the year 1958 to be $803, 500; and the year of 1959 to be 
$808, 800. 

Line 8 - Operation of mains is estimated for the year 1957 and the 
following years to be $612, 600. This estimate includes the labor involved 
in operating the main line, together with the necessary labor incurred with 
dispatching of the system. This estimate was derived from our base year 


64 


which was obtained from the historical performance jDf the system. 

Line 9 - Compressor station labor is indicated for the year 1957 to be 
$2, 261, 200. The basis for this estimate was our base year with the known 

3029 stations which would be operating on the system that year and the number of 
personnel assigned to each job classification of each station. From our 
records we have the labor costs of each station and since this item does not 
vary with the quantity of gas being transported, it is a very realistic figure. 
For the year 1958, an increase occurs in this item bringing it to a total of 
$2, 317, 900. This increase comes about from the construction of some field 
compressor stations which will be required to boost the gas into our system 
at that time. In 1959, the total cost for this item is $2, 342, 200, showing a 
slight further increase, and this is also brought about by the construction 
of more field compressor stations. 

Line 10 - Measuring and regulating station labor is estimated for the 
three years at $252, 900 each year. This estimate originates from our base 
year and is related to the cost of labor required in operating the measuring 
and regulating stations at points of delivery of gas to our customers. It is 
not ejected that the number of these will change within the scope of the 
estimates projected and, therefore, this is a very realistic estimate since 
it is based on historical experience. 

Line 11 - Mains operation supplies and expenses is estimated for the 
three years at $506, 200 each year. This estimate originates from our base 
year and is related to our ejqjerience on the same pipe line system for which 
the base year was derived. 

Line 12 - Compressor station supplies and expenses is the largest 
item of expense indicated on this page. It is composed of compressor station 

3030 fuel, electric power, lubricating oil, and miscellaneous supplies and expens¬ 
es around the stations. The largest of these items is the purchase of electric 
power. For the year 1957, these compressor station expenses are estimat¬ 
ed at $11, 040,100; for the year 1958 at $11,125, 700; and for the year 1959 

at $10,428,100. The increase in 1958 results from a projected increase 
in the cost of fuel gas, and the rather substantial decrease in 1959 results 
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from the estimated reduction in volume transported through the 20-inch and 
24-inch systems. The basis for this estimate is related to the proposed gas 
balance for the years 1957, 1958, and 1959 and the flow studies which were 
made on the system to determine the horsepower requirements at each of 
the compressor stations. At the reciprocating stations, the cost of fuel 
was computed from this estimated horsepower. At the centrifugal stations 
with the horsepower requirements estimated, we applied the power rate 
schedules in effect for each station and determined the estimated cost of 
the electric power. The expense of lubricating oil, supplies and expenses 
is related to the number of compressor units in operation and the load on 
the station, and these estimated costs were based on historical performance 
of our equipment. 

Particular attention is directed to the item just discussed since a 
reduction in this expense will be experienced after rearrangement of the 
facilities as proposed in this application, which will result in a reduced 
cost of service on the entire system. Comparison of this line 12 with line 
12 on Schedule 2, Page 2, will show the magnitude of this reduction. 

Line 13 - Measuring and regulating stations, supplies and expenses 
is estimated for the three years at $132, 600 each year. This estimate is 
3031 derived from the base year and is related to our experience for the number 
of measuring stations involved. 

Line 14 - Transmission maps and records is estimated for the three 
years at $154, 200 for each year. This estimate is based on experience of 
the company and is derived from the base year. It includes both labor, 
supplies and expenses. 

The total estimated transmission operation expense as shown on 
line 15 totals for the year 1957 at $15, 751, 000; for the year of 1958 at 
$15. 905, 600; and for the year 1959 at $15, 237, 600. 

Line 17 - Transmission Rents, is made up primarily of those rents 
which Texas Eastern Transmission Corporation will pay to its subsidiary, 
the Texas Eastern Penn-Jersey Transmission Corporation, for the lease 
of its pipe line system from Oakford Storage Field to Lambertville, New 
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Jersey. This item is estimated at $4,186, 200 for each of the three years. 
Subsequent to the preparation of these exhibits and in compliance with 
requirements of the Federal Power Commission, a new lease agreement 
has been entered into between Texas Eastern Transmission Corporation 
and its subsidiary, in which the rental to be paid is based on a cost of 
service formula, including a 6% return. The effect of this will be to make 
the rental less than estimated in this exhibit, but since this item remains 
the same whether the proposed facilities are constructed or not, it has no 
effect on the change in expenses. This estimate is based on contractual 
obligations and the operating forecasts for the years 1957, 1958, and 1959. 

Line 18 - Transmission and compression of gas by others is composed 
of contractual obligations with other pipe line companies for performing 
these services for Texas Eastern, the largest dollar items being with the 
Wilcox Trend Gathering System and the United Gas Pipe Line Company. 

This expense is estimated for the year 1957 at $1, 992, 600; for the year of 
1958 at $1, 607, 900; and for the year 1959 at $1, 575, 400. The decrease in 
this expense for the year 1958 and 1959 is brought about by the expiration 
of a transportation contract with United Gas Pipe Line Company for trans¬ 
porting gas from the Carthage, Texas field to a connection with Texas 
Eastern at Longview, Texas. We propose to transport the gas from 
Carthage, Texas to Longivew, Texas through the pipe line which we have 
constructed connecting our Joaquin Compressor Station with the Longview 
Compressor Station, and will no longer have this expense when the contract 
expires. 

Line 21 - Gas used for compressor station fuel is a deduction from 
operating expenses since its cost is included in the estimated cost of 
purchased gas. This item was arrived at by determining the horsepower 
requirements at each of the reciprocating stations from which fuel requrie- 
ments could be estimated and then priced. This expense is estimated for 
the year 1957 at $1, 253, 300; for the year 1958 at $1, 328, 400; and for the 
year 1959 at $1, 379, 200. The increase in the latter two years in this 
expense occurred as a result of an estimated increase in the average price 
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for all of the gas purchased and fuel for field compressor stations. 

Line 23 - Total transmission operation net is estimated for the year 
of 1957 at $20, 805,200; for the year of 1958 at $20, 500, 000; and for the 
year of 1959 at $19, 748, 700. 

3033 Lines 24 through 33 of this page covers items of maintenance. The 
estimate for each of these items was prepared on the basis of historical 
data for the various components and represents our experience for these 
items. Except for lines 25, 26 and 30, the estimates are the same for all 
three years. Since line 25 is a percentage of other items, it varies because 
of the change in lines 26 and 30. The increase in the estimate for lines 26 
and 30 comes from the addition of field compressor stations during the 
latter twoyears. 

Line 33 - Total transmission maintenance expenses is estimated for 
the year of 1957 at $2, 259, 900; for the year of 1958 at $2, 292, 300; and 
for the year of 1959 at $2, 306, 300. 

Line 34 is the total estimated transmission operation and maintenance 
expense and is indicated for the year of 1957 to total $23, 065,100; for the 
year of 1958 at $22, 792, 300; and for the year 1959 at $22, 055, 000. 

Exhibit 11 - Page 6 

This exhibit shows the estimated transmission operation and main¬ 
tenance expenses by primary account numbers for the years 1957, 1958, 
and 1959 on the assumption that the changes requested in this application 
have been made. This page should be considered with Page 2 of Exhibit 11 
in determining the effect on operating expenses of the changes proposed 
in this application. 

Generally, this page 6 was prepared in a manner similar to that of 
Page 2 which has been discussed in considerable detail. The base year 
of 1954 was used as a basis for preparing this exhibit. However, since 
substantial changes in the physical facilities occur during the year 1955 and 

3034 1956 to arrive at the first full year of operation in 1957, it was necessary 
to dovetail these facilities into the operation and maintenance expenses at 
the time they occur during each year. The units of expenses applying to 
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the various classes of property are the same units developed from our base 
year of 1954, but since new and different elements of property were in 
service for the forecast period, the resulting expenses have been changed 
from those projected on Page 2, which estimates the expenses assuming 
no retirement of the 20-inch pipe line. 

A gas balance was obtained from the Sales Department which projected 
operations through 1959 on the basis of the rearranged facilities. The 
primary changes between this balance and that used in estimating the 
expenses on Page 6 of Exhibit 11 was the reduction of ’’take or pay” gas 
delivered to United Gas Pipe Line Company and absorbed by them from our 
20-inch pipe line system and an increase in fuel requirements on the overall 
system as a result of the installation of additional compressor equipment. 

A detailed study of operations of the pipe line system was made month by 
month, using average day volumes to be transported through the system, 
and the horsepower requirements at each of the stations on the entire sys¬ 
tem were again computed from this analysis. 

Lines 3, 4 and 5 of this exhibit estimate expenses to be the same as 
in the previous schedule assuming no conversion of the 20-inch pipe line, 
since the source of gas will be the same before and after conversion. 
Therefore, this expense will be unchanged. The total gas purchase expense 
is estimated for the three years at $128, 700 of each year. 

Line 7 - Transmission operation - supervision and engineering is a 
percentage figure determined as a relationship of this expense to the total 
transmission operation expense, exclusive of power and fuel. This percent¬ 
age was determined from our base year and amounts to 19. 3%. As is 
indicated on this page, some of the other expenses vary from year to year and 
therefore this item on line 7 also varies since it is a percentage of other 
expenses. This expense is estimated for the year 1957 to be $755, 700; for 
the year of 1958 to be $768, 000; and in 1959 to be $773, 300. 

Line 8 - Mains operation - labor is estimated for the three years to 
be $542,400 each year. This estimate was made on the same basis as 
described on Page 2 and includes labor for the necessary crews involved in 
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operating the main line, together with the necessary labor in dispatching of 
the system. The units for this estimate were obtained from the base year. 
This expense is estimated to be approximately $70, 000 less annually than 
the same expense assuming no conversion of the 20-inch line. This results 
from a reduction in the total miles of pipe lines in service. 

Line 9 - Compressor station labor is estimated for the year 1957 to be 
$2, 216, 300. The basis for this estimate were the units obtained from the 
base year and is related to the number of compressor stations which will be 
operating on the system during this year and the number of personnel assign¬ 
ed to each classification of labor at each location. Even though more 
compressor stations will be on the revised system than before the conversion, 
a reduction in compressor station labor will be experienced because of a 
reduction in personnel at 16 of the stations remaining on the Big Inch pipe 
line portion of the system. For the year 1957, this reduction is approximate- 
3036 ly $45, 000. The total cost of this item of e^qpense for the year of 1958 is 
estimated to be $2, 273, 000; and for the year of 1959 to be $2, 297, 300. 

The increasesin these two years over 1957 comes about from the construc¬ 
tion of the field compressor stations. 

Line 10 - Measuring and regulating station - labor. This item of 
expense is estimated for the three years at $252, 900 and is the same estim¬ 
ate used on Page 2 assuming no conversion of the 20-inch pipe line. This 
estimate will remain the same since the number of measuring and regulating 
stations in operation will not be changed. 

Line 11 - Mains operation - supplies and expenses. This item of 
expense is estimated for the three years at $448,100 for each year. This 
is a reduction of approximately $58, 000 each year from the estimates of 
Page 2, which assumes no conversion of the 20-inch pipe line. This reduc¬ 
tion in expense is related to the miles of pipe line which will be in service 
as a result of the rearrangement of the system. The units for preparing 
this estimate were obtained from our base year, which in turn is related 
to experience on the pipe line system for this item of expense. 
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Line 12 - Compressor station - supplies and expenses. This item of 
expense is composed of the compressor station fuel, electric power, lubri¬ 
cating oil and necessary supplies and expenses for the compressor stations. 
The largest of these items is as in the previous explanation, electric power. 
Total supplies and expenses are estimated for the year of 1957 at $7, 998,100 
which is a reduction of $3, 042, 000 from the corresponding estimate, 
assuming no conversion of the 20-inch pipe line. This reduction is a net of 
the decrease in electric power of $3, 702, 700; an increase in fuel costs of 
$604, 700; and an increase in miscellaneous supplies and expenses of 
3037 $56, 000. The reduction in power costs results from the elimination of a 
large number of electric driven compressor units which will be removed 
from service with the removal of the 20-inch pipe line from gas service. 

The increase in fuel costs of $604, 700 is due to the increase in the number 
of reciprocating units in operation after rearrangement of the pipe line 
system. The increase in supplies and expenses of $56, 000 is related to an 
increase in the number of reciprocating compressor units in operation on 
the system after conversion. These compressor station expenses are 
estimated for the year of 1958 at $7, 988, 400, which is a decrease from the 
corresponding year assuming no conversion of $3,137, 300. The reason for 
this decrease is the same as explained for the year 1957. For the year 
1959, this expense is estimated at $7, 492, 600, which is a decrease from 
corresponding year assuming no conversion of $2, 935, 500. The explanation 
for this decrease is the same as above. The decrease of approximately 
$495, 800 between the years 1958 and 1959 is brought about by the expiration 
of certain power contracts with high minimum bills which can be renegotiated 
at a lower level and result in a decrease in the cost of electric power. 

Line 13 - Measuring and regulating stations - supplies and expenses. 
This expense is estimated for the three years at $132, 600 each year and is 
the same as that estimated for the system assuming no conversion. 

Line 14 - Transmission maps and records. This item of expense 
is estimated for the three years at $136, 600 each year. 


Line 15 - Total transmission operation expense is estimated for the 
year 1957 to be $12, 482, 700; for the year 1958 at $12, 542, 000; and for the 
year 1959 at $12,075, 800. 

3038 The total estimated Miscellaneous Expenses covered by line 17 through 
18 and shown on line 19 is estimated for the year of 1957 to be $6,178, 800; 
for the year of 1958 at $5, 794,100; and for the year of 1959 at $5, 761, 600. 

This item of expense is the same as that estimated for the system assuming 
no conversion of the 20-inch pipe line, and that explanation will apply to each 
of these items. 

Line 21 - Gas used for transmission compressor fuel is a deduction 
from operating expense since its cost is included in the estimated cost of 
purchased gas. This expense was arrived at by determining the horsepower 
requirements at each of the compressor stations in operation during the year. 
From this, the fuel requirements could be estimated and priced. This 
expense is estimated for the year of 1957 at $1, 858, 000; and for the year of 
1958 at $1, 925, 000; and for the year of 1959 at $1, 975, 000. The increase 
in the last two years in this item of expense results from the construction 
of field compressor stations which will require additional fuel and an in¬ 
crease in the average price estimated for all gas purchased in those years. 

Line 23 - Total transmission operation expense - net. This expense 
is estimated for the year of 1957 at $16, 932, 200; for the year of 1958 at 
$16, 539, 800; and for the year of 1959 at $15, 991,100. 

Lines 24 through 33 of this page cover items of maintenance. The 
estimate for each of these items of expense was prepared on the basis of 
our experience in operation of the existing pipe line system. Although changes 
will be made in the system after conversion, the same classes of property 
will be involved. Except for lines 25, 26 and 30, these estimates of expenses 

3039 are the same for each of the three years. Line 25 is a percentage of the 
other items and varies because of a change in line 26 and 30. The increase 
in estimates for line 26 and 30 come about from the construction of field 
compressor stations during the latter two years. Line 33 - Total trans¬ 
mission maintenance expense is estimated for the year of 1957 at 
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$2, 055, 200; for the year of 1958 at $2, 087, 600; and for the year of 1959 
at $2,101,600. 

Line 34 is a total of the estimated transmission operation and mainten¬ 
ance expenses for the system and is estimated for the year 1957 after re¬ 
arrangement of the system to total $18, 987, 400; for the year of 1958 at 
$18, 627, 400; and for the year of 1959 to be $18, 092, 700. 

The change in the total estimated operating and maintenance expense 
after rearrangement of the facilities, shows a reduction for the year of 
1957 of $4, 077, 700; for the year 1958 of $4,164,900; and for the year 1959 
of $3, 962, 300. 

The change in operating and maintenance expense for the year 1957 
after conversion, is the principal item contributing to an overall reduction 
in cost of service after rearrangement of the facilities in gas service pro¬ 
posed in this application. 

Exhibit No. 12 - Schedule 1 - Line 14 

Line 14 of Schedule 1 entitled, "Estimated Cash Account”, (Assuming 
No Conversion of 20" Pipe Line) for the years 1955 through 1959 was 
prepared under my supervision and direction from data prepared and 
assembled by members of the Engineering Department from estimates and 
forecasts prepared in this department. This line 14 shows the estimated 
3040 construction ejqjenditures to be made during the years from 1955 through 
1959, assuming that no major change or expansion would occur on the 
existing pipe line system of Texas Eastern. 

For the year of 1955, these expenditures are estimated in the total 
amount of $3, 961, 500 and this consists of the construction of compressor 
Station No. 25 authorized in Docket G. -1012 in the estimated amount of 
$1, 849, 600, expenditures at the Oakford Storage Field of $111, 900, and 
miscellaneous additions to the system for the year of $2, 000, 000. This 
latter item consists of property additions which will be made to our existing 
compressor stations, measuring stations, pipe lines, and general plant 
facilities. It is an estimated figure based on historical expenditures for 
these classes of items for the past several years by Texas Eastern. It is 
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impossible to forecase exactly where or how this money will be spent, but 
we know that expenditures of this magnitude will occur. 

For the year 1956, construction expenditures are estimated in the 
amount of $2, 000, 000. By that time we will have completed all facilities 
authorized by the Federal Power Commission and construction expenditures 
are forecast to cover only those items of miscellaneous expenditures which 
cannot be detailed, but historically, we know will require funds during the 
year. For the year 1957, the construction expenditures are estimated at 
$4, 860, 000, consisting of the miscellaneous plant additions in the amount 
of $2, 000, 000, and field compressor stations to be constructed during that 
year of $2, 860, 000. For the year 1958, construction expenditures are 
estimated in the amount of $3, 210, 000, consisting of miscellaneous expendi¬ 
tures of $2, 000, 000, and the construction of field compressor stations in 
the amount of $1, 210, 000. For the year 1959, the construction expenditures 
3041 have been estimated at $3, 870, 000, consisting of miscellaneous expenditures 
in the amount of $2, 000, 000, and the construction of field compressor sta¬ 
tions estimated at $1, 870, 000. 

Exhibit No. 12 - Schedule 2 - Line 17 

Line 17 of this schedule entitled, ’’Construction Expenditures”, was 
prepared under my supervision and direction by members of the Engineering 
Department from estimates and forecasts prepared in this department. This 
Schedule No. 2 is entitled, ’’Estimated Cash Account”, (Assuming Conversion 
of 20” Pipe Line) for the years 1955 through 1959. This line 17 projects the 
expenditures for construction purposes, including the proposed rearrange¬ 
ment of facilities requested in this application. A s indicated, most of these 
expenditures will be made during the years 1955 and 1956, with the years 
1958 and 1959 remaining the same as forecast in Schedule No. 1. 

For the year 1955, construction expenditures are estimated at 
$67,188, 500, which is composed of the $3, 961, 500 forecast for the corres¬ 
ponding year on Schedule No. 1; $57, 640, 000 for the construction of new 
gas facilities; and $5, 587, 000 for construction on the conversion of the 
20-inch pipe line. For the year 1956, expenditures for construction 
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purposes are estimated at $22, 786, 000, consisting of $2, 000, 000 from 
Schedule No. 1; $12, 014, 000 for new gas facilities; and $8, 772, 000 for 
construction on the conversion of the 20-inch line. For the year 1957, this 
item is estimated at $5,124, 000, consisting of the estimated expenditures 
of $4, 860, 000 from Schedule 1, and $264, 000 on the conversion of the 

3042 20-inch pipe line. For the year 1958, this item is estimated at $3,210, 000, 
which is the same as estimated on Schedule 1 and has the same explanation. 
For the year 1959, expenditures for construction purposes are estimated 
at $3, 870, 000, which is the same as estimated on Schedule 1 for this year. 

3043 Exhibit No. 13, Construction Costs 

This exhibit, consisting of the detail construction estimates of the 
proposed gas facilities, was prepared under my supervision and direction 
by members of the Engineering Department, and these estimates are based 
on the experience gained during the past seven years, during which period 
we have been almost continuously engaged in major construction projects 
consisting of facilities similar to those proposed in this application. This 
exhibit is prefaced with an index, consisting of three pages, describing 
briefly each of the detail estimates and referencing their respective page 
numbers. 

Exhibit No. 13, Page 1 

This page gives a summary of the total estimated construction costs 
in connection with the proposed facilities. This estimated total cost is 
$71, 814, 000. 

Item I of this exhibit is the estimated cost of the pipe lines and river 
crossings as tabulated on Page 2 and is the sum of the detailed estimates 
shown on Pages 3, 4, 5, 6, 7, 8, 9, 10 and 11 of Exhibit 13. 

Item 2 of this exhibit is the estimated cost of the compressor stations 
as tabulated on Pages 12 and 13 which is the sum of the detailed estimates 
shown on Pages 14 through 30 of Exhibit 13. 

Item 3 of this exhibit relates to general property and is calculated at 
approximately 2% of the total plant figures. 
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Item 4 of this exhibit is the Interest During Construction. 

Exhibit 13, Page 2 

This page gives a summary of the estimated cost of constructing the 
3044 pipe line facilities including river crossings. Detailed estimates for each 
item appear on Page 3 through 11 of Exhibit 13. 

The total construction cost shown on this exhibit is $38, 917, 000. 

Exhibit 13, Page 3 

This page shows the detailed breakdown of the cost of installing 382 
miles of 24" pipe line from Beaumont, Jefferson County, Texas to a point 
near Kosciusko, Attala County, Mississippi. Our general preparation for 
this estimate was made as follows: 

With the terminals of the pipe line fixed and the general route of the 
pipe line selected as described in previous testimony, the line was laid out 
on ownership and county maps in order to select the most suitable area 
through which to route the pipe line giving particular attention to secondary 
control points, such as rivers, highways and communities. Guided by 
these control points, and with due consideration to the desire to have the 
line as far south in Louisiana as possible:, a line was then plotted on owner¬ 
ship and county maps. From this information a route was selected, and 
engineering personnel were sent to the field to inspect all of the control 
points and other areas which could affect the final location of the pipe line. 
These engineers flew over the route in addition to spending much time on 
the ground. Those aerial photographs which were available for this area 
were also employed in studying the route. 

With the information as to the type and nature of the terrain as a 
background, the necessary information required to make a cost estimate 
covering the installation of the pipe line along the route selected was 
compiled. The detailed estimate was made based upon Texas Eastern’s 
experience in connection with constructing pipe lines, during which time 
Texas Eastern has been almost constantly engaged in construction at 
various locations on its pipe line. 
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3045 Current prices of material were obtained by checking catalog price 

lists, recent purchases and current prices from manufacturers and sup¬ 
pliers. The installation costs were obtained from our recent experience 
in pipe line construction. 

Referring now to the detail on Page 3, the first item. Survey, at a 
unit cost of $450. 00 per mile was determined on the basis of our recent 
experience in constructing approximately 307 miles of 24 TT pipe line from 
Provident City, Texas to Castor, Louisiana. The figure includes the cost 
of aerial survey, ground survey and drafting time required to locate the 
right of way and to acquire land rights. 

The next item, Fee Land, covers the cost of four future compressor 
sites along the proposed route and certain tracts at river crossings, high¬ 
ways, and congested areas required for the construction of the pipe line. 

The total Fee Land required is estimated to cost $116, 000. 

The next item, Rights-of-Way and Damages, was based on our re¬ 
cent experience in constructing the previously mentioned 307 mile line 
in this general area. The estimated total cost of $1, 331, 000 includes 
salaries, and expenses of personnel who will purchase the rights-of-way 
as well as other miscellaneous procurement costs such as abstracting and 
documentary stamps. 

In estimating the cost of the next item, Materials, after consideration 
was given to the basic design of the pipe line, the route, and population den¬ 
sity, two weights of pipe were selected for use. 24” x . 312” x 79. 06# pipe with 
a minimum yield of 52, 000 psi was selected for 363 miles; and 24” x . 375” 
x 94. 62# pipe with a minimum yield of 52, 000 psi was selected for 19 miles. 

3046 We determined the estimate of 382 miles for this line by checking the 

map distances, then, based on our study of the terrain, added what we 
considered to be an appropriate percentage to take care of the difference 
between map measurement and actual ground distances when the line is 
finally surveyed, and arrived at a final figure of 382. miles. 

The cost per mile of 24” pipe was determined for each of the two 
weights of pipe in the following manner: Current prices were obtained 
from pipe manufacturers, and an average cost of freight and other handling 

k_ 
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of $17. 50 per ton was added to get a total cost per ton of pipe delivered. 
This cost was multiplied by the total tons per mile to obtain the unit cost 
of $33, 916 and $39, 093 per mile for . 312” and the . 375” wall pipe respec¬ 
tively. 

For the next item, Valves, we determined that we would require 
62 - 24” valves by the following analysis: We made provisions for one 
main line valve every 12 to 15 miles, which gave us a total of 22 valves, 
and made provisions at each station for a scraper trap, by-pass and 
suction and discharge valves, 40 of which were required for such pur¬ 
pose. This estimate does not include any valves at river crossings 
the cost of which is included in the estimated cost of river crossings. 

We also determined that we would need 74 - 8” valves These valves 
are required for main line valves and station blowdowns. The cost of 
all type valves is based on current manufacturers* quotations. 

The next item, 30” O. D. Casing Pipe, is included to provide 
outer casing for the 24” pipe at highway and railroad crossings. We 
obtained highway and railroad maps of the area traversed by the proposed 
pipe line to determine the number of road and railroad crossings we 
would have to make and, based on them, estimated the quantity of casing 
3047 that would be required. The cost of such casing was estimated from cur¬ 
rent prices of pipe and adding an average freight and other handling of 
$16. 00 per ton. 

In arriving at the cost of the next item, Coating for 24” Pipe, we 
estimated the quantities of primer, enamel, glass wrapper, and kraft 
paper which would be needed for the coating, and obtained current de¬ 
livered prices of such material from suppliers of such material. 

The final item, Other Material, was estimated by making up an 
itemized list of all such miscellaneous materials and applying cur¬ 
rent prices and quotations thereto. 

Installation cost of the company portion was determined on the 
basis of experience in the recent construction of approximately 307 
miles of similar pipe line. 
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To arrive at the Contract Portion of the installation cost, the total 
line was divided into 6 sections. This procedure was followed for the pur¬ 
pose of awarding contracts for the installation of the line, and also to ar¬ 
rive at an installation cost for each section. Because of the variation in 
the nature of the terrain encountered in the various sections, a different 
unit cost was estimated for each of them. The individual section costs 
were determined on the basis of past experience. 

The average installation contract cost is $29, 964 per mile as shown 
in the unit cost column of the exhibit. 

Including a 5% contingency, the estimated total cost of the 382 
miles of 24” pipe line is $31, 201, 000 as shown on the exhibit. 

Exhibit No. 13, Page 4 

This page shows the breakdown of the estimated cos t of individual 
river crossing installations. In preparation for this estimate, aerial 
photographs were obtained and an engineer sent to each of the rivers listed 
on this page to study the local conditions. Based on these field inspections 
and our previous experience in constructing river crossings, we arrived 
at the figure set forth for each river. For each crossing we made a 
breakdown of the cost of survey, rights-of-way, materials, and the in¬ 
stallation cost in the same manner and on the same basis as that which 
was described in connection with the cost estimate Exhibit 13, page 3, 
concerning the construction cost of the 24” pipe line. The river crossings 
are estimated to cost $3,184, 000. Submarine crossings are proposed 
on each of the following rivers: Sabine, Neches, Atchafalaya and Missis¬ 
sippi Rivers. 

Exhibit No. 13, Page 5 

This exhibit shows the detailed breakdown of the cost of installing 
29 miles of 20” pipe line from Baytown, Harris County, Texas to Hankamer, 
Chambers County, Texas. Our general preparation of this estimate con¬ 
sisted of a buildup of the cost of survey, rights-of-way, naterials, and 
installation cost in the same manner and on the same basis as that de¬ 
scribed in connection with the estimate on Page 3, concerning the con¬ 
struction cost of the 24” pipe line. The proposed line is estimated to 
cost $2, 002, 000 as shown on the exhibit. 


This page shows the breakdown of the estimated cost of river cros¬ 
sing installations by rivers which are along the route of the proposed 20” 
3049 pipe line, Exhibit 13, Page 5. In preparation for estimating the 

cost of these river crossings, inventory drawings of existing lines were 
studied and an engineer was sent to each of the rivers to further study the 
conditions on the ground. Based on these studies and our previous ex¬ 
perience in constructing river crossings, we arrived at the figure set 
forth for each river. A breakdown of, the cost of survey, rights-of-way, 
materials, and the installation cost for each crossing was done in the 
same manner and on the same basis as that which was described in con¬ 
nection with the cost estimate on Page 3, concerning the construction cost 
of the 24” pipe line. These river crossings are estimated to cost $931, 000. 
Submarine crossings are proposed on: each of the following rivers: Cedar 
Bayou, Old River Lake and Trinity River. 

Exhibit No. 13, Page 7 

This exhibit shows the detailed breakdown of the cost of installing 

28 miles of 10-3/4” pipe line from a point near Silsbee, Newton County, 

Texas, to a point near Vidor, Orange County, Texas. The preparation of 

o^ 

this estimate consisted of an estimate cost for survey, rights-of-way, ma¬ 
terials, and the installation cost in the same manner and on the same basis 
as that which was described in connection with the cost estimate, Exhibit 
13, Page 3, concerning the construction cost of the 24” pipe line. The 
proposed line is estimated to cost $879, 000 as shown on the exhibit. 

Exhibit No. 13, Page 8 

This exhibit shows the detailed breakdown of the cost of installing 
6 miles of 6-5/8" pipe line near Silsbee, Newton County, Texas. The 
3050 preparation for this estimate involved individual estimates for the cost 

of survey, rights-of-way, materials, and the installation cost in the same 
manner and on the same basis as that which was described in connection 
with the cost estimate, Exhibit No. 13, Page 3, concerning the construc¬ 
tion cost of the 24” pipe line. The proposed line is estimated to cost 


$147, 000 as shown on the exhibit. 
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Exhibit No. 13, Page 9 

This exhibit shows the detailed breakdown of the cost of installing 
6 miles of 6-5/8” pipe line near Sharon, Lincoln Parish, Louisiana. Our 
general preparation of this estimate consisted of a breakdown of the cost 
for survey, rights-of-way, materials, and installation in the same man¬ 
ner and on the same basis as that which was described in connection with 
the 24” pipe line. The proposed line is estimated to cost $147, 000 as shown 
on the exhibit. 

Exhibit No. 13, Page 10 

This exhibit shows the detailed breakdown of the cost of installing 
18-1/2 miles of 3-1/2” pipe line near Hampton, Calhoun County, Arkansas. 
This estimate was prepared in the same manner as all other estimates for 
proposed pipe lines. The total estimated cost of this line is $243, 000. 
Exhibit No. 13, Page 11 

This exhibit shows the detailed breakdown of the cost of installing 
12 miles of 4-1/2” pipe line near Newton, Newton County, Texas. This 
estimate was prepared in the same manner as other estimates for pro¬ 
posed pipe lines. This line is estimated to cost $183, 000. 

Exhibit No. 13, Pages 12 and 13 

These pages present a summary of the estimated cost of constructing 

compressor station facilities. Detailed estimates for each item 
appear on Pages 14 thru 30 of Exhibit 13. The total estimated construction 
cost for all compressor stations as summarized on this exhibit is 
$29, 028, 000. 

Exhibit No. 13, Page 14 

This page shows a detailed breakdown of the cost, which totals 
$1, 219, 384 for constructing a 2200 H. P. reciprocating station consisting 
of 2 - 1100 H. P. units and to be located near Booth, Ft. Bend County, 

Texas. 

The cost of constructing this station was estimated on the basis 
of previous compressor stations constructed by our Company with regard 
to arrangement, design and materials. Previous designs of similar sta¬ 
tions on our system allowed us to make a detailed estimate of the material 
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requirements. Material prices used in this estimate are current prices ob¬ 
tained from supply companies and manufacturers or catalogues. The labor 
components shown on this page were estimated on a labor-material ratio 
basis based upon experience gained from construction of similar stations. 

Station requipment and material represent approximately 60% of the 
station cost and are made up from a detailed list. 

The first item shown on this page is Land, estimated at a unit figure 
of $14, 308. This is consistent with costs in this area for land suitable for 
the construction of the facilities. Other related costs for survey, procure¬ 
ment, initial clearing, etc., are also included. 

The second item, bearing the general heading Compressor Station 
Structures, has an indicated cost of $236, 033 and contains four sub-items. 
The first of these is Site Improvements, estimated to cost $52, 402 and 
includes: 


Roads and Drives 

$ 9,696 

Drainage Structures 

3, 243 

Sidewalks and Steps 

6,124 

Landscape and Grading 

17, 633 

Fencing 

13, 329 

General Supervision 

2, 377 

Total 

$52, 402 


These items were estimated by determining the quantities of each 
and applying costs based on our experience in the construction of similar 
facilities. 

The second subdivision is the estimated cost of the Main Compressor 
Building, 32 f x 120'x 17 f , complete with foundations, superstructure, elec¬ 
trical and plumbing which total $93, 900. This estimate was obtained by de¬ 
termining the quantities of materials of Various classification that would 
be required, then pricing this material and applying a ratio to this 
to determine the installation cost. The labor-material ratio was obtained 
from cost records of similar station structures constructed by Texas Eas¬ 
tern. The Main Building Superstructure is usually purchased erected in 
place and quotations from suppliers were used for this item. The super¬ 
structure represents 62. 8% of the total cost of this item. 
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The third subdivision includes the cost of a 32' x 48' x 12' office, 
Warehouse and Garage estimated to cost $31,201 and this estimate was 
determined on the same basis as the cost of the Main Compressor Build¬ 
ing. 

The fourth subdivision under Compressor Station Structures is Other 
Structures, estimated to cost $58, 530, which consists of the following 
items: 


Firehouse 

$ 3, 589 

Station Sewerage System 

6, 643 

Station Water System 

40, 810 

Heating System 

5, 275 

General Supervision 

2, 213 

Total 

$58, 530 


These items were estimated by determining quantities of material 
required and applying a labor-mate rial ratio to obtain installation cost. 

The ratio was obtained from cost records on similar items constructed by 
Texas Eastern. The firehouse is a standard type structure and its estimate 
was not detailed, but based on actual cost of similar buildings on our sys¬ 
tem. 


The next general heading is Other Transmission Structures and is 
estimated to cost $166,148. This figure includes 6 frame cottages com¬ 
plete with utilities for housing employees. The houses and utilities are 
usually separate contract items and this estimate is based on the cost of 
similar construction on Texas Eastern's system. 

The next general heading, Compressor Station Equipment, consists 
of four sub-items with a total estimated cost of $643, 954. 

The first sub-item under this general heading is Major Gas Piping, 
and is estimated to cost $176, 071 and includes the following items: 


Foundations $ 8,921 

Drain Lines 5, 281 

Gauge Lines 5, 658 

Piping, Valves, Fittings, including 
Suction and Discharge Header, Unit 
Pipe and Scrubber Piping, Suction 
and Discharge Lines 114, 585 

Tanks, Scrubber Oil Storage, Settling 

Tanks and Reservoir Tanks 1, 537 
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Scrubbers $ 24, 782 

Emergency Shutdown System 11 ? 824 

General Supervision 3, 483 

Total $176,071 


These items were estimated by detailing the naterial requirements 
and applying a ratio to determine installation costs. The ratio was ob¬ 
tained from cost records of similar construction by Texas Eastern at 
compressor stations on its system. 

The second sub-item, Main Compressor Units, shows an estimated 
cost of $261, 291. The material cost is based on current manufacturers 1 
quotations plus freight. The labor cost is based on a material-labor ratio 
and is in line with our experience in similar type station construction. The 
total cost shown for this item includes foundations, together with the actual 
erection of the units on the foundations and a small amount of unit piping. 

The third sub-item, Cooling Water System, is estimated to cost 
$64,444 and is composed of the following, all of which are required for 
the complete station cooling water system: 


Foundations $ 6,219 

Gauge Lines 620 

Piping, Valves and Fittings 22, 905 

Pumps and Tanks, Forced Draft 
Fin Fan Type Cooling Units used 
on the Jacket Water and Lube Oil 
Cooling System 33,121 

General Supervision 1, 579 

Total $ 64,444 

The fourth sub-item, Other Equipment, is estimated to cost $142,148 
and includes the following: 

Fuel Gas System $ 14, 399 

Station Electrical System 90, 619 

Compressed Air System 12,101 

Lube Oil System 13,110 

Spare Parts, Initial Operating 

Supplies and Safety Equipment 8,014 

General Supervision 3, 905 

Total $142,148 


These amounts include the cost of foundations, installation and/or placing 
the equipment in service. 
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The next major heading in the exhibit is Office Furniture and Fix¬ 
tures and is estimated to cost $6, 059. 

The next major heading is Tools and Work Equipment and is esti¬ 
mated to cost $4,562. This includes hand tools, portable tools, work 
benches, etc. 

The next major heading is Communication Equipment and is 
estimated to cost $4, 230. This includes telephone and radio equipment 
necessary to the station for communications. 

The next major heading on the exhibit is Contractor’s Fee and is 
estimated at the rate of 8% of the total cost of the station. This is based 
on our previous experience covering the construction of compressor 
stations. 

Based on the above items, the total cost of the station is estimated 
to be $1,161,318, or a cost of $527.87 per horsepower. 

A Contingency figure at the rate of 5% of the TOTAL STATION COST 
is included in the estimate in the amount of $58, 066. The total cost of the 
station, including the Contingency is $1,219,384. 

Exhibit No. 13, page 15 

This exhibit shows the detailed breakdown of the cost of installing 
5500 H.P. reciprocating compressor station consisting of 5 - 1100 H. P. 
units near Vidor, Orange County, Texas. Our general preparation of 
this estimate consists of the breakdown of cost of fee land, compressor 
station structures, other transmission structures, compressor station 
equipment, office furniture and fixtures, tools and work equipment, com¬ 
munications equipment and contractor’s fee, and was arrived at in the 
same manner a d on the same basis as that which was described in con¬ 
nection with the cost estimate Exhibit 13, page 14, concerning the 
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construction cost of a 2200 H. P. reciprocating station. The proposed 
station is estimated to cost $1, 840,951 as shown on the exhibit. 

Exhibit No. 13, Page 16 

This exhibit shows the detailed breakdown of the cost of installing 
a 4400 H.P. reciprocating compressor station near Lafayette, Lafayette 
Parish, Louisiana. This estimate was prepared in the same manner and 
on the same basis as that described in connection with the cost estimate 
on Page 14, describing the estimated cost of a 2200 H.P. reciprocating 
station. The proposed station is estimated to cost $1, 650, 553 as shown 
on the exhibit. 

Exhibit No. 13, page 17 

This exhibit shows the detailed breakdown of the cost of installing 
a 4400 H. P. reciprocating compressor station near Gloster, Amite 
County, Mississippi. This estimate was prepared in the same manner 
and on the same basis as that described in connection with the cost 
estimate on Page 14, covering the estimated cost of a 2200 H.P. recipro¬ 
cating station. This proposed station is estimated to cost $1, 650, 553 
as shown on the exhibit. 

Exhibit No. 13, page 18 

This page shows a detailed breakdown of the cost, which totals 
$1,003,432, of constructing an addition of 2 - 2500 H.P. reciprocating 
compressor units to the existing compressor station at Kosciusko, 
Mississippi on the 30” pipe line. 
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The estimated cost of making this addition to an existing station was 
prepared on the basis of previous Company esqperience in constructing this 
type compressor station. The existing station was based on a design suf- 
3057 ficient to handle an expanded system; therefore, it will not be neces¬ 
sary to change out any of the existing piping and in all cases piping, headers 
and other services need only to be extended in order to provide connections to 
the two compressor units which we propose to add. This addition will, of 
course, require an extension to the main compressor building. Based on 
a layout of the facilities required for this extension, a detailed estimate 
has been made of the material and equipment requirements. Material 
prices used in this estimate are based on current prices obtained from 
supply companies, manufacturers or recent catalog prices. Labor compo¬ 
nents shown on this page were determined on a labor-material ratio on the 
basis of previous station construction. 

Station equipment and material represent approximately 83% of the 
cost and are made up from a detailed list. 

I have visited and am familiar with the site of the proposed con¬ 
struction. The necessary land at this site is presently owned in fee by the 
Company. 

The first item shown on the exhibit, bearing the general heading Com¬ 
pressor Station Structures, has an indicated cost of $76, 951, and contains 
three sub-items. 

The first sub-item of these is Site Improvements, estimated to cost 
$22, 854 and included in this is: 


Roads and Drives 

$ 7,240 

Drainage Structures 

. 1,160 

Sidewalks and Steps 

1,691 

Landscaping and Grading 

10,100 

General Supervision 

2, 663 

Total 

$ 22, 854 


3053 The second sub-item covers the estimated cost of an extension to 

the Main Compressor Building. The additional building will consist of 
four (4) each 45 T x 15’ x 20’-9” bays, complete with foundations, super¬ 
structure, electrical and plumbing, which totals $48, 978. 
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The third sub-item, Other Structures, includes the cost of the ad¬ 
ditional heating system and is estimated to cost $5,119. 

The next general heading is Compressor Station Equipment and 
consists of four sub-items with a total estimated cost of $807, 910. 

The first sub-item under this general heading is Major Gas Piping 
and is estimated to cost $224,118 and includes the following items: 


Foundations 

$ 6,655 

Drains 

2, 001 

Gauge Lines 

2,148 

Piping 

173,184 

Scrubbers 

29, 317 

Emergency Shutdown System 

4, 070 

General Supervision 

6, 743 

Total 

$ 224,118 


The second sub-item, Main Compressor Units, shows an estimated 
cost of $515, 245. The equipment cost was based on manufacturers’ quo¬ 
tations plus freight. The total cost shown for this item includes actual 
erection of the units on foundations, together with a small amount of 
unit piping. The main units alone account for the major portion of this 
cost. The two main compressor units, based on manufacturers’ quotations, 
will amount to $466,104, with the foundation, actual erection and unit pip¬ 
ing estimated to cost $49,141. 

The third sub-item, Cooling Water System, is estimated to cost 
$34, 555 and is composed of the following elements: 


Foundations $ 1, 839 

Piping 10, 577 

Pumps 2, 579 

Fin Fans 18, 050 

General Supervision 1, 510 


Total $34, 555 


The fourth sub-item, Other Equipment, is estimated to cost $33, 992 


and includes the following: 


Fuel Gas System 

$ 3,469 

Station Electrical System 

5, 739 

Compressed Air System 

6, 044 

Lube Oil System 

11,620 

Spare Parts and Initial 


Operating Supplies 

5, 410 

General Supervision 

1,710 

Total 

$33, 992 
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These amounts cover the cost of material, equipment, installations 
and placing the equipment in service. 

The Total Material and Installation Cost for this proposed addition 
to the Kosciusko Compressor Station is estimated to cost, as shown on 
this exhibit, $884, 861. 

Following the Total Material and Installation Cost of $884, 861, the 
next major heading on the exhibit is Contractor’s Fee and is estimated 
at the rate of 8% of the Total Material and Installation Cost of the station 
addition, and is based on our previous experience covering similar con¬ 
struction. The Contractor’s Fee on this basis is estimated at $70, 789. 

Including the Contractor’s Fee, the TOTAL STATION COST is 
$955, 650. 

A Contingency figure at the rate of 5% of the TOTAL STATION COST 
is the next item in the estimate and is calculated to be $47, 782. 

The total estimated cost of the station addition, including the Con¬ 
tingency is $1, 003, 432. 

3060 Exhibit No. 13, Page 19 

This exhibit shows the detailed breakdown of the cost of installing 
a 14, 080 H. P. reciprocating compressor station near Egypt, Monroe County, 
Mississippi. This estimate was prepared in the same manner and on the 
same basis as that described in connection with the cost estimate on Page 
14, describing the construction cost of a 2200 H. P. reciprocating station. 

The proposed station is estimated to cost $3,117, 808 as shown on the ex¬ 
hibit. 

Exhibit No. 13, Page 20 

This page shows a detailed breakdown of the cost, which totals 
$1, 089, 386, of constructing an addition of 3- 2500 H. P. centrifugal com¬ 
pressor units to the existing compressor station at Barton, Alabama on the 
30” pipe line. 

The estimated cost of making this addition to an existing station was 
estimated on the basis of previous Company experience in constructing this 
type compressor station. The existing station was based on a design suf¬ 
ficient to handle an expanded system; therefore, it will not be necessary 
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to change the existing suction and discharge lines, but the existing building 
will be extended and the three additional units added in series on the dis¬ 
charge side of the station. Electrical, water and other services need 
only be extended in order to provide connections to the three electrical com¬ 
pressor units which are to be added. Based on a layout of the facilities re¬ 
quired for this extension, a detailed estimate has been made of the material 
and equipment requirements. Material prices used in this estimate are 
based on current prices obtained from supply companies, manufacturers and 
3061 recent catalog prices. Labor components shown on this page were determined 
on a labor-material ratio on the basis of previous station construction. 

Station equipment and material represent approximately 76% of the 
cost and are made up from a detailed list. 

I have visited and am familiar with the site of the proposed construc¬ 
tion. The necessary land at this site is presently owned in fee by the Com¬ 
pany. 

The first item shown on the exhibit, bearing the general heading Com¬ 
pressor Station Structures, has an indicated cost of $111,489 and contains 
three sub-items. 

The first sub-item of these is Site Improvements, estimated to cost 
$15, 7 55, and included in this is: 


Roads and Drives 

$ 4,165 

Drainage Structures 

502 

Sidewalks and Steps 

1,633 

Landscaping and Grading 

8, 088 

General Supervision 

1,367 

Total 

$15,755 


The second sub-item covers the estimated cost of an extension to the 
masonry Main Compressor Building. The additional building will be 80 T x 
36 T -6 M , complete with foundations, superstructure, electrical and plumb¬ 
ing, which is estimated to cost $94, 520. 

The third sub-item, Other Structures, includes the cost of the ad¬ 
ditional heating system and is estimated to Cost $1, 214. 

The next general heading is Compressor Station Equipment and con¬ 
sists of four sub-items with the total estimated cost of $847, 668. 
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The first sub-item under this general heading is Major Gas Piping and 
is estimated to cost $189, 397 and includes the following items: 


3062 Foundations $ 3,355 

Drain Lines 597 

Piping 152,769 

Scrubbers 29,139 

General Supervision 3, 537 


Total $189, 397 


The second sub-item, Main Compressor Units, shows an estimated 
cost of $397, 411. The equipment cost was based on manufacturer’s quotations 
plus freight. The total cost shown for this item includes actual erection of 
the units on the foundations, together with a small amount of unit piping. 
However, the centrifugal compressor and the electric motor which make 
up the main unit account for the major portion of this cost. The cost of the 
three electric motors and centrifugal compressor units is based on manufac¬ 
turers’ quotations, which amounts to $349, 782, with the foundation, actual 
erection and unit piping estimated to cost $47, 629. 

The third sub-item, Motor Cooling System, is estimated to cost 
$26, 770 and is composed of ducts, fans and dampers, all of which are re¬ 
quired for the addition to the existing motor cooling system. 

The fourth sub-item, Other Equipment, is estimated to cost $234, 090 
and includes the following: 


Foundations 

$ 2,318 

Primary Sub-Station 

49, 655 

Secondary Sub-Station 

71,854 

Power Wiring 

77, 280 

Compressed Air System 

422 

Seal Oil System 

18, 892 

Spare Parts 

4, 731 

General Supervision 

6, 886 

Total 

$234, 090 


These amounts cover the cost of material, equipment, installations 
and placing the equipment in service. 

The next general heading is Tools and Work Equipment and is esti¬ 
mated to cost $1, 500. 
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The Total Material and Installation Cost for this proposed addition to 
the Barton Compressor Station is estimated to cost, as shown on this exhi¬ 
bit, $960, 657. 

Following the Total Material and Installation cost of $960, 657, the next 
major heading on the general exhibit is Contractors Fee and is estimated 
at the rate of 8% of the Total Material and Installation Cost of the station 
addition and is based on our previous e^qperience covering similar con¬ 
struction. The Contractor's Fee on this basis is estimated at $76, 852. 

Including the Contractor's Fee, the TOTAL STATION COST is 
$1,037, 509. 

A Contingency figure at the rate of 5% of the TOTAL STATION COST 
is the next item in the estimate and is calculated to be $51, 877. 

The total estimated cost of the station addition, including the Contin¬ 
gency, is $1, 089, 386. 

Exhibit No. 13, Page 21 

This exhibit shows the detailed breakdown of the cost of installing a 
14, 080 H. P. reciprocating compressor station near Mt. Pleasant, Giles 
County, Tennessee. This estimate was prepared in the same manner and on 
the same basis as that described in connection with the cost estimate on Page 
14, concerning the construction cost of a 2200 H. P. reciprocating station. 

The proposed station is estimated to cost $3,117, 808 as shown on the exhi¬ 
bit. 

Exhibit No. 13, Page 22 

This page shows a detailed breakdown of the estimated cost of the 
addition of 3 - 2500 H. P. centrifugal compressor units to the existing com¬ 
pressor station near Gladeville, Tennessee on the 30” pipe line. 

The estimate of cost for the proposed addition to this station, which 
includes all material, labor, equipment and installation costs, has been pre¬ 
pared in the same manner and on the same basis as that which I have described 
in connection with Page 20 of Exhibit No. 13 concerning the estimated cost of 
a similar addition to the Barton Compressor Station in Alabama. 

The total cost, including Contingency, of this compressor station 
addition is $1,130, 525, as indicated on the exhibit. 
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Exhibit No. 13, Page 23 

This exhibit shows the detailed breakdown of the cost of installing a 
10, 560 H. P. reciprocating compressor station near Tompkinsville, Monroe 
County, Kentucky. This estimate was prepared in the same manner and on 
the same basis as that described in connection with the cost estimate on Page 
14, concerning the construction cost of a 2200 H. P. reciprocating station. 

The proposed station is estimated to cost $2, 570, 392 as shown on the exhi¬ 
bit. 

Exhibit No. 13, Page 24 

This page shows a detailed breakdown of the estimated cost of the 
addition of 2 - 1760 H. P. reciprocating compressor units to the existing 
compressor station near Danville, Kentucky on the 30” pipe line. 

The estimate of cost of the proposed addition to this station, which in¬ 
cludes all material, labor, equipment and installation costs, has been pre¬ 
pared in the same manner and on the same basis as that which I have de¬ 
scribed in connection with Page 18 of Exhibit No. 13 concerning the esti¬ 
mated cost of an addition to the Kosciusko Compressor Station in Missis¬ 
sippi. 

The total cost, including Contingency, of this compressor station ad¬ 
dition is $730,107 as indicated on the exhibit. 

Exhibit No. 13, Page 25 

This exhibit shows the detailed breakdown of the cost of installing a 
12, 320 H. P. reciprocating compressor station near Owingsville, Bath County, 
Kentucky. This estimate was prepared in the same manner and on the same 
basis as that described in connection with the cost estimate on Page 14, con¬ 
cerning the construction cost of a 2200 H. P. reciprocating station. The pro¬ 
posed station is estimated to cost $2, 854, 034 as shown on the exhibit. 

Exhibit No. 13, Page 26 

This page shows a detailed breakdown of the estimated cost of the ad¬ 
dition of 3 - 2500 H. P. centrifugal compressor units to the existing com¬ 
pressor station near Wheelersburg, Ohio on the 30” pipe line. 

The estimate of cost for the proposed addition to this station, which 
includes all material, labor, equipment and installation costs, has been 


prepared in the same manner and on the same basis as that which I have 
described in connection with Page 20 of Exhibit No. 13 concerning the 
estimated cost of a similar addition to the Barton Compressor Station in 
Alabama. 

3066 The total cost, including Contingency, of this compressor station 
addition is $1, 074, 815 as indicated on the exhibit. 

Exhibit No. 13, Page 27 

This exhibit shows the detailed breakdown of the cost of installing 
a 10, 560 H. P. reciprocating compressor station near Athens, Athens 
County, Ohio. This estimate was prepared in the same manner and on 
the same basis as that described in connection with the cost estimate on 
Page 14, concerning the construction cost of a 2200 H. P. reciprocating 
station. The proposed station is estimated to cost $2, 612, 392 as shown on 
the exhibit. 

Exhibit No. 13, Page 28 

This page shows a detailed breakdown of the estimated cost of the ad¬ 
dition of 2 - 2500 H. P. centrifugal compressor units to the existing com¬ 
pressor station near Berne, Ohio on the 30 M pipe line. 

The estimate of cost for the proposed addition to this station, which 
includes all material, labor, equipment and installation costs, has be:en 
prepared in the same manner and on the same basis as that which I have 
described in connection with Page 20 of Exhibit No. 13 concerning the es¬ 
timated cost of an addition to the Barton Compressor Station in Alabama. 

The total cost, including Contingency, of this compressor station 
addition is $927, 362 as indicated on the exhibit. 

3067 Exhibit No. 13, Page 29 

This exhibit shows the detailed breakdown of the cost of installing 
a 8800 H. P. reciprocating compressor stations near Holbrook, Green County 
Pennsylvania. This estimate was prepared in the same manner and on the 
same basis as that described in connection with the cost estimate on Page 
14, concerning the construction cost of a 2200 H. P. reciprocating station. 

The proposed station is estimated to cost $2, 350,498 as shown on the ex- 
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Exhibit No. 13, Page 30 

This page is a summary of the estimated cost of compressor unit 
changes at various existing compressor stations along the route of our ex¬ 
isting 24" line originating at Longview, Texas. These changes are required 
as a result of the proposed retirement of compressor facilities to permit the 
remaining line to operate at maximum capacity. The work consists of re¬ 
locating electric motors and compressor impellers. No new material is 
required. The total cost of this work is estimated at $88, 000. 


[FPC Docket No. G-2503, HEARING EX. No. 26 
Date Identified, 12/6/54; Date Admitted, 12/6/54] 

3080 BEFORE THE 

FEDERAL POWER COMMISSION 

UNITED STATES OF AMERICA 

IN THE MATTER OF ) 

TEXAS EASTERN TRANSMISSION CORPORATION ) Docket No. G-2503 

Prepared Statement of Testimony of C. W. MARVIN 
Relative to Exhibits in Docket No. G-2503 

My name is C. W. Marvin. I reside in Shreveport, Louisiana. My 
present position with Texas Eastern Transmission Corporation is Chief, 
Plans and Research Division of the Engineering Department. In this capacity 
I supervise the work of that section of the Engineering Department. 

I was educated at the University of Kansas, Lawrence, Kansas, and 
received a degree of Bachelor of Science in Chemical Engineering in 1942. 

In 1942 I was employed by the United States Rubber Company as an engineer 
with duties pertaining to process control in operations at the Naugatuck, 
Connecticut, Synthetic Rubber Plant, and later at the Institute Plant, 
Charleston, West Virginia. In 1943 I entered military service, and in 
November 1945, upon my release from that service, I was employed by the 
Panhandle Eastern Pipe Line Company. Assignments with that company 
embraced gas measurement problems in high pressure gas transmission 
lines compressor cylinder selection, and extensive experience in the appli¬ 
cation of the Panhandle formula in determining the system’s flow capacity 
and line efficiencies, conjunctive with a pipeline cleaning program then 

3081 underway. I made capacity studies to determine pipeline loop additions and 
horsepower requirements for future increased capacity. 

In May 1947, I entered the employ of Texas Eastern Transmission 
Corporation. One of the primary functions of my section has been to know 
and to apply the fundamentals of natural gas compression and transmission, 
as well as the economics of gas transmission, to the design of the first and 
all subsequent expansions of the Texas Eastern transmission system. I have 
been responsible for the preparation of flow diagrams as exhibits in previous 


application dockets and have presented testimony to the Federal Power 
Commission in Dockets G-1947, G-1964, G-2208, G-2251, G-2340, and 
G-2341. 

I am a member of the American Gas Association and the American 
Society of Mechanical Engineers, and I am a registered professional 
engineer in the State of Louisiana in both chemical and mechanical engineering. 

My testimony will cover Exhibits No. 7, 8, and 9. 

EXHIBIT NO. 7: 

Exhibit No. 7, (also entitled Diagram 1) is a flow diagram prepared 
under my direct supervision which illustrates flow conditions on a peak day 
operation of the Texas Eastern Transmission Corporation and Texas Eastern 
Penn-Jersey Transmission Corporation systems with only presently author¬ 
ized facilities operating. No proposed facilities are shown on this diagram. 

It is submitted as an exhibit to illustrate utilization of presently authorized 
facilities on a system peak day when presently authorized gas sales have 
reached their full contract demand. 

The facilities shown are the same as those presented in Docket G-2340 
and Docket G-2341 and include in addition the Joaquin-Longview, Texas Pipe 
Line authorized in Docket G-2472. 

3082 A complete statement of engineering design data in explanation and 

support of Exhibit No. 7 is presented in Exhibit No. 9. 

Exhibit No. 7 includes the following: 

(1) Diameter, wall thickness, and length of existing pipe¬ 
lines are shown, and they are represented by solid lines. 

(2) For each existing station the volume thruput, compressor 
suction and discharge pressure, compression ratio, horse¬ 
power requirement, horsepower installed and type (recipro¬ 
cating or centrifugal) and number of compressor units, are 
all shown in a rectangular ”box” drawn in light solid lines. 

(3) The pressure at main line inlet and outlet connections of 
each compressor station is given in pounds per square inch 
gage in ovals in accordance with the ’’Special Data and 
Symbols”. Also shown and labeled are volumes flowing in 
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the main lines between compressor stations, sales points 
and purchase points. 

(4) The pressure at each intake and take-off point is shown in 
an oval in accordance with the "Special Data and Symbols”. 

Volumes of gas at all intake and take-off points are shown 
in rectangular "boxes” in accordance with "Special Data and 
Symbols". Certain major individual purchase and sales 
volumes, including purchases from Wilcox Trend Gathering 
System, Inc. in Texas, United Gas Pipe Line Company in 
Mississippi, and the Texas Gas Transmission Corporation 
in Ohio, and including sales to the Texas Gas Transmission 
3083 Corporation in Louisiana, Algonquin Gas Transmission 

Corporation in New Jersey, and to Transcontinental Gas 
Pipeline Company in New Jersey are emphasized with 
rectangular TT boxes” drawn of heavy lines. 

EXHIBIT NO. 8: 

Exhibit No. 8 (also entitled Diagram 2) is a flow diagram prepared 
under my direct supervision which illustrates flow conditions on a peak day 
operation of the Texas Eastern Transmission Corporation and the Texas 
Eastern Penn-Jersey Transmission Corporation systems after rearrangement 
of facilities proposed in this Docket G-2503. 

Exhibit No. 8 includes the following: 

(1) Diameter, wall thickness, and length of existing pipelines 

are shown, and they are represented by solid lines. Diameter, 
wall thickness, and length of proposed pipelines to be in¬ 
stalled are shown, and they are represented by dashed lines. 

(2) For each existing station the volume thruput, compressor 
suction and discharge pressure, compression ratio, horse¬ 
power requirement, horsepower installed and type (recipro¬ 
cating or centrifugal) and number of compressor units, are 
all shown in a rectangular TT box" drawn in light solid lines. 

For proposed construction of a complete new station, the 
same information is enclosed in a "box" of heavy dashed 
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lines. For proposed construction of additions to present 
stations the same information is included in a ”box” 
having only three sides of heavy dashed lines. 

3084 (3) The pressure at main line inlet and outlet connections 

of each compressor station is given in pounds per square 
inch gage in ovals in accordance with the ’’Special Data 
and Symbols”. Also shown and labeled are volumes 
flowing in the main lines between compressor stations, 
sales points and purchase points. 

(4) The pressure at each intake and take-off point is shown in 
an oval in accordance with the ’’Special Data and Symbols”. 
Volumes of gas at all intake and take-off points are shown 
in rectangular "boxes” in accordance with ’’Special Data 
and Symbols”. Certain major individual purchase and 
sales volumes, including purchases from Wilcox Trend 
Gathering System, Inc. in Texas, United Gas Pipe Line 
Company in Mississippi, and the Texas Gas Transmission 
Corporation in Ohio, and including sales to the Texas 
Gas Transmission Corporation in Louisiana, Algonquin 
Gas Transmission Corporation in New Jersey, and to 
Transcontinental Gas Pipeline Company in New Jersey 
are emphasized with rectangular ”boxes” drawn of heavy 
lines. 

Exhibit No. 8 (Diagram 2) includes all of the information required in 
Exhibit G and Exhibit G-l as described in the Commission’s Order No. 163, 
amending the Commission’s General Rules and Regulations. 

Operation of the rearranged facilities as presented in Exhibit 8 
(Diagram 2) represents an increase of peak day transportation capacity 
3085 through the 774 miles of 30” pipe line from Kosciusko, Mississippi to 
Station #21, Conn ells ville, Pennsylvania, of 222,450 MCF (14.73 psia, 

60° F) over the present capacity described in Exhibit 7 (Diagram 1). 
Because future growth of the gas market in Ohio, Pennsylvania, and the 
New England area may well be served by expanding facilities along the 
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route of the 30” pipe line, several investigations were made to determine 
the economic nature of future expansions of the 30” pipe line beyond the re¬ 
quirement of Docket G-2503. One such study assumed the transportation of 
approximately 100, 000 MCF additional gas over and above the peak day 
shown on Exhibit 8. Another such study showed the transportation of a 
total of 300, 000 MCF additional gas over and above that shown on Exhibit 8. 
The cost of transportation per MCF of gas delivered to Station #21, (exclud¬ 
ing cost of gas purchased for resale) was computed for each assumed ex¬ 
pansion. The unit costs of transportation so computed were materially the 
same for (1) the 30” pipe line operating in accordance with Exhibit 8 capacity, 
(2) operation of 30” line with an additional 100, 000 MCF capacity over 
Exhibit 8, and (3) for the 30” line operating with 300, 000 MCF additional 
capacity over Exhibit 8. In all of these economic investigations the unit 
cost of transportation was less than the unit cost of transportation as the 
system is presently operated. 

Having made these studies, it is my judgment that the capacity of the 
774 miles of 30” pipe line from Kosciusko, Mississippi to Conn ells ville, 
Pennsylvania can continue to be increased above that shown on Exhibit 8 
without increasing the unit cost of transportation per MCF of that line. We 
have investigated additional capacity only up to 300, 000 MCF, but the same 
balance of economics should exist at even higher capacities. 

The type of compressors to be installed, as shown on Exhibit 8, are 
physically and economically one proper manner of compressing the gas. 
Several other types of equipment for compressing gas have been studied, and 
some of them seem to be very promising. 1 If these current studies prove 
other types of equipment to be more economical, it would seem proper to 
install them rather than the type of compression shown on Exhibit 8. Such 
selection of equipment would help effect the cheapest cost of transportation 
possible. 

EXHIBIT NO. 9: 

Exhibit No. 9 was prepared under my direct supervision, and it is a 
statement of engineering design data in explanation and support of Exhibit 
No. 7 (Diagram 1) and Exhibit No. 8 (Diagram 2). This exhibit sets forth the 


following: 

Section (1): A general statement of the content of both 
diagrams of Exhibit G. 

Section (2): The assumptions and basis of operation of the 
systems and the formulas and the methods used 
for pipeline flow calculations in compressor 
station requirements. 

Section (3): A description of the pipe and fittings to be 

installed on the proposed pipelines including 
the diameter, wall thickness, yield and ulti¬ 
mate strength, and the method of testing. 

Section (4): A statement concerning the storage field 
attached to the system and owned by the 
Applicant is shown. Also shown is a list of 
gasoline plants connected to its system, with 
the operators, fields, and capacities of each. 


Federal Power Commission: Docket No. G-2503: Hearing Exhibit No. 32 

Date Identified 12/8/54: Date Admitted 12/8/54 

In Re Texas Eastern Transmission Corporation: F. P. C. Docket G-2503: Exhibit No. 32 
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3126 [Filed October 18, 1955] 

Federal Power Commission 
Docket No. G-2503 
Hearing Ex. No. 35 
Date Identified 12/20/54 
Date Admitted 12/20/54 

Texas Eastern Transmission Corp. 
Hearing Exhibit No. 35 
Docket No. G-2503 
Page 1 of 8 
WAR ASSETS ADMINISTRATION 
Washington 25, D. C. 

February 25, 1947 

Texas Eastern Transmission Corporation 
Room 1103, Esperson Building 
Houston, Texas 

Re: Plancors 1226 and 1680 

Gentlemen: 

With respect to your proposal dated February 8, 1947 for the purchase 
of the War Emergency Pipe Lines commonly known as Big Inch and Little 
Big Inch pipe lines, together with all facilities and property used in connec¬ 
tion with these lines, the War Assets Administrator, acting for and on 
behalf of Reconstruction Finance Corporation under and pursuant to 
Executive Order 9689 dated January 1, 1946, and the powers and authority 
contained in the provisions of the Surplus Property Act of 1944 (58 Stat. 765) 
and SPA Regulation No. 1, as amended (11 F. R. 408), issues to you as the 
successful bidder this Letter of Intent for the sale of these properties 
comprising Plancor 1226 and Plancor 1680 as of December 30, 1946, 

(herein called M the Properties”), and for the interim use thereof. 

I. The use and disposition of the Properties provided for herein has 
been approved in writing by the War Assets Administrator (herein called 
’’the Administrator”), subject to the terms and conditions stated below. 


L 


This letter is to evidence the willingness and intention of the War Assets 
Administration, as more fully stated belpw, to sell to you the Properties, 

3127 and prior to the consummation of such sale, to permit you to use the Proper¬ 
ties immediately upon termination on April 30, 1947 of the present emergency 
permit and lease referred to below. 

n. The sale to you of the properties will be subject to the following 
terms and conditions: 

(1) The purchase price to be paid by you for the Properties is 
$143,127, 000, as follows: 

1st Payment . . . $100, 000 

You have heretofore deposited with War Assets Administration 
your certified check in the sum of $100, 000, payable to the 
order of the Treasurer of the United States. The War Assets 
Administration has accepted this deposit as the 1st Payment 
on said purchase price. 

2nd Payment . . . $1,000,000 

Certified check or U. S. Government Bonds upon receipt by you 
of this letter of Intent and acceptance thereof by you. This 
letter must be accepted within five (5) days of receipt. 

3rd Payment . . . $4, 000, 000 

Certified check or U. S. Government Bonds upon issuance of 
a letter of entry authorizing possession under an interim lease, 
and the taking of possession by you. 

Final Payment . . . $138, 027, 000 

In cash by certified check. This payment will be made not later 
than nine months after the issuance of this Letter of Intent; 
provided, that this period may be extended by the Administrator, 
if, upon the showing of good and sufficient cause by you, he 
considers such extension to be to the best interests of the 
Government. 
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(2) The initial payment of $100, 000 received from you may be retained 
by the Government if the sale is not consummated to you, and if, in the 
opinion of the Administrator, you have not acted in good faith or have not 
exercised diligence in your effort to consummate the sale pursuant to terms 
of this Letter of Intent. In the event that a deed is not delivered and the 
final payment made within the time prescribed in this Letter of Intent, the 
second payment of $1, 000, 000 will be returned to you except as provided 

in paragraph (3) of this Section n. 

(3) In the event that you have taken possession under an interim lease, 
and the deed is not delivered and the final payment made within the time 
prescribed by this Letter of Intent the Administrator will return the second 
and third payments of $1, 000, 000 and $4, 000, 000, respectively, provided, 
however, that he may retain the following portions from said payments: 

a. Such amount as may, in his opinion, be necessary to 
compensate the Government for loss or damage to the pipelines 
and facilities, not compensated for by insurance or otherwise, 
occurring during the period of the interim lease, and 

b. The amount of any unpaid rentals due to the Government 
under said lease. 

You shall have the right to pay to the Government any amounts to be so 
retained, in which event the Administrator will make such return of pay¬ 
ments without converting into cash any bonds deposited in such payments, 
such conversion being otherwise necessary to effect such retentions. As 
authorized by the Administrator, the Administration has deposited the first 
payment and will deposit the second and third payments in a special account 
with the Treasurer of the United States. 

(4) It is understood by the parties hereto that final payment cannot be 
made unless you are able to secure from the Federal Power Commission a 
certificate of public convenience and necessity for your proposed use of said 
lines, are able to secure necessary easements for natural gas transmission 
and are able to complete the necessary financing. It is therefore agreed 
that you will act in good faith and exercise diligence in your efforts to secure 




such certificate and easements and to complete such financing. 

(5) Any Government Bonds returned to you pursuant to paragraphs 
(2) and (3) of this Section n will be returned with accrued interest. In the 
event that the Government retains any bonds under said paragraphs it shall 
also retain the interest which accrued on any such bonds while in its 
possession, and such interest shall be credited against the amounts which 
may be retained under paragraph (3) of this Section n or, if the sale is 
consummated, the final payment of the purchase price. 

(6) The Government will sell the pipelines and facilities on an "as is, 
where is" basis and will transfer the Properties by quit claim or other form 
of deed without warranty express or implied. Instruments of conveyance 
shall be subject to the approval of the Legal Department of War Assets 
Administration. Furthermore, the Government will transfer or assign those 
rights, permits, rights of way agreements, and easements relating to the 
pipelines and facilities which were held on December 30, 1946, or were 

then in the process of acquisition, by the Government; PROVIDED HOWEVER, 
that the Government will complete legal proceedings instituted by it and 
pending on December 30, 1946, relating to the acquisition of easements, 
rights of way or other rights of use in connection with the pipelines and 
facilities. 

(7) National Security Provisions. The sale of the pipelines and facili¬ 
ties will be made subject to the National Security Provisions, in the form 
attached. (Enclosure A). 

(8) Any taxes, assessments and insurance on any of the Properties 
shall be pro rated as of the date of the delivery of the deed to you, 

such proration to be made at that time. You shall be liable only for amounts 
applicable to the period subsequent to said date, except as to amounts 
expressly assumed by you under the terms of the interim lease. 

(9) War Assets Administration will assign or cause to be assigned to 
you at the time of the consummation of the sale all claims and rights which 
the Government or any agency thereof may then have with respect to any of 
the Properties. There is expressly excluded from this provision all rights 
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of the U. S. Government to rental of any of the Properties accruing for any 
period prior to your taking possession under the lease, and all claims of 
every character existing prior to July 1, 1946. 

(10) The sale is subject to the issuance to you by the Federal Power 
Commission of a Certificate of Convenience and N ecessity, in terms 
satisfactory to you and the Administrator, with respect to your proposed use 
and operation of the Properties as set out in your bid. 

3131 m. The interim use of the Properties will be subject to the following 
terms and conditions: 

(1) The rental shall be the same rental which is specified in, and the 
other terms shall be similar terms to those contained in, the lease dated as 
of December 2, 1946, between Reconstruction Finance Corporation, acting 
through the Administrator, as lessor, and Tennessee Gas & Transmission 
Company, as lessee, insofar as such terms are applicable, and such addi¬ 
tional terms and conditions as may be agreed upon by you and the War Assets 
Administration. 

(2) The period of such interim use shall be until the deed is delivered 
and final payment made or, if the deed is not delivered and final payment 
made, the date on which there is returned to you the 2nd and 3rd Payments 
in accordance with the provisions of this letter. 

(3) Such interim use is subject to the prior issuance to you by the 
Federal Power Commission of a Certificate of Convenience and Necessity, 
in terms satisfactory to you and the Administrator, with respect to your 
taking possession of the pipeline facilities and your proposed natural gas 
operations during the period of such interim use. 

IV. You may, at your election, use both lines for transportation of 
natural gas or transportation of petroleum and/or petroleum products, or 
one line for transportation of natural gas and the other line for the transpor¬ 
tation of petroleum and/or petroleum products or any combination thereof. 
This provision is subject to the provisions of paragraph (7) of Section n 
hereof. If lines are to be used for the transmission of natural gas, you must 

3132 file a request for a Certificate of Convenience and Necessity with the Federal 


1 07 

Power Commission within 30 days after receipt of this Letter of Intent. 

V. All records, files and other papers in the possession of the War 
Assets Administration relating to the Properties and useful in connection 
with their operations and which the Administration has the right to make 
available for public inspection, will be furnished to you upon request for 
examination and reproduction to the extent you deem necessary and, if the 
sale is consummated, will be delivered to you as your property. 

VI. All costs and expenses incidental to the payment of revenue, 
documentary or other stamps required to be affixed to the instruments of 
transfer and conveyance and costs and expenses incidental to the recording 
fees and taxes shall be paid by you, and the Administrator assumes no 
obligation with respect to the procurement of title evidence or payment of 
the cost of title examinations or title insurance. All title evidence now in 
the hands of the Reconstruction Finance Corporation or the War Assets 
Administration will be furnished to you upon request for examination and 
reproduction to the extent you deem necessary an4 if the sale is consummated 
will be delivered to you as your property. 

VH. You warrant that you have not employed any persons to solicit 
or secure this agreement for a commission, percentage, brokerage or 
contingent fee. 

Vm. No member of or delegate to Congress of the United States shall 
be admitted to any share or part of this agreement or any benefit that may 
3133 arise therefrom, but this provision shall not be construed to extend to this 
agreement if made with a corporation for its general benefit. 

IX. Neither this agreement nor any of your rights herein contained 
shall be assigned without the expressed written consent of the Administrator. 

X. This agreement is entered into subject to compliance with the 
provisions of the Surplus Property Act of 1944 and regulations relating 
thereto with particular reference to Regulation 10. 

XI. We have made available to the Attorney General the information 
as required by Section 20 of the Surplus Property Act and have been advised 
by the Attorney General of his approval of this proposed disposition to you. 
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XU. Acceptance of the terms and conditions of this Letter of Intent 
by an official so authorized by the Board of Directors of Texas Eastern 
Transmission Corporation, must be within five days of receipt of this letter 
and must be accompanied by certified check or U. S. Government bonds in 
the amount of $1, 000, 000. 

Very truly yours, 

War Assets Administration 

By (signed) Robert M. Littlejohn 
Administrator 

February 28, 1947. 

Accepted. 

Texas Eastern Transmission Corporation 
By E. Holley Poe 
President 
(SEAL) 
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[ FPC Docket No. G-2503, HEARING EX. No. 36 
Date Identified, 12/20/54; Date Admitted, 12/20/54] 

TEXAS EASTERN TRANSMISSION CORPORATION 

Net Income adjusted to reflect assumption that oil 
products division revenues are equal to operating 
expenses, depreciation and interest._ 




1957 

1958 

1959 

1 . 

Utility Income - 




2. 

as shown on Exhibit 11, p. 5 

$22,665,700 

$22,046,500 

$21.665,500 

3. 

Add: 




4. 

Other income - gas (tr. 940, 1. 25) 

337,400 

337,400 

337,400 

6. 

Other income - products (tr. 




7. 

941, 1. 3; tr. 942, 1. 8, 9) 

2.231,800 

3.277.700 

4,258.400 

8. 

Total 

25.234.900 

25,661.600 

26,261.300 

9. 

Deduct: 




10. 

Income deductions - gas (tr. 




11. 

945. 1. 20; tr. 954. 1. 3, 6) 

9,170.600 

8.701.600 

8,145.300 

12. 

Income deductions - products 




13. 

(tr. 945. 1. 19; tr. 954, 




14. 

1. 2. 5) 

1.770.600 

1.680,000 

1. 575. 300 

15. 

Net Income before adjustment 

14,293.700 

15,280,000 

16,540,700 

16. 

Deduct: 




17. 

Net income from products 




18. 

included in above (1.7 




19. 

minus 1.14) 

461,200 

1.597.700 

2.683,100 

20. 

Balance - Net income if 




21. 

products division revenues 




22. 

are equal to operating ex- 




23. 

penses, depreciation and 




24. 

interest 

$13,832,500 

$13,682,300 

$13,857,600 

25. 

For Comparison: 




26. 

Net income before conversion 

$12,437,700 

$12,295,600 

$12,656,000 
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3135 [EXHIBIT No. 36 Continued] 

TEXAS EASTERN TRANSMISSION CORPORATION 

Net Income adjusted to reflect assumption that oil 
products division revenues are equal only to oper- 
_ ating expenses _ 



1957 

1958 

1959 

1. Utility Income - 

2. as shown on Exhibit 11, p. 5 

$22,665,700 

$22,046,500 

$21,665,500 

3. Add: 

4. Other income - gas (tr. 940, 1.25) 

337,400 

337.400 

337,400 

5. Other income - products (tr. 941, 

6. 1. 3; tr. 942, 1. 8. 9) 

2,231,800 

3,277,700 

4.258.400 

7. Total 

25.234,900 

25,661,600 

26,261,300 

8. Deduct: 

9. Income deductions - gas (tr. 945, 

10. 1. 20: tr. 954, 1. 3, 6) 

11. Income deductions - products (tr. 

9,170,600 

8,701,600 

8,145,300 

12. 945, 1. 19; tr. 954, 1. 2.5) 

1.770.600 

1.680.000 

1,575,300 

13. Net Income before adjustment 

14,293,700 

15,280,000 

16.540,700 

14. Deduct: 

15. Net income from products division 

16. included in above (1.6 minus 

17. 1.12) 

461,200 

1.597,700 

2,683.100 

18. Depreciation - products property 

19. (Ex. 16, Sch. 2, Column 3) 

2,698,200 

2,707,000 

2,707,000 

20. Income deductions - products 

21. (same as 1.12 above) 

1.770.600 

1,680.000 

1,575,300 

22. Total deductions 

4,930,000 

5,984,700 

6,965,400 

23. Sub-total 

9.363,700 

9.295,300 

9,575,300 

24. Add: 




25. Reduction in income tax resulting 

26. from the depreciation and 

27. income deductions (calculated) 

2,325,300 

2,280,100 

2,225,300 

28. Balance - Net income if products 

29. division revenues are equal 

30. only to operating expenses 

$11,689,000 

$11,575,400 

$11,800,600 

31. For Comparison: 




32. Net Income before conversion 

$12,437,700 

$12,295,600 

$12,656,000 
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[ FPC, Docket No. G-2503, HEARING EX. NO. 60 
Date Identified: 1/24/55; Date Admitted: 1/24/55] 

1 GINSBURG, LEVENTHAL AND BROWN 

* * * * 

WASHINGTON 6, D. C. 

January 12, 1955 

To Presiding Examiner, Applicant and All Parties of Record in 
Docket G-2503 

Transmitted herewith are various exhibits which I propqse to offer 
in evidence. These exhibits, marked Exhibits A through U, for prelimin¬ 
ary identification, and the general line of related testimony, are described 
in the attachment hereto. 

I am unable to serve either the specific line of the testimony of the 
witnesses for River Co., Inc. et al. or other exhibits which may be 
offered. As was stated in my pending motion dated January 4, 1955, for 
a postponement of time for service of exhibits et al. until two weeks after 
completion of the examination of Texas Eastern’s witnesses, the 
nature and scope of the evidence to be presented by interveners will be 
determined to an important degree by the evidence adduced on further 
examination of Texas Eastern’s witnesses and also by examination of the 
materials submitted by Texas Eastern to Dillon, Read and proposed invest¬ 
ors. It may be appropriate to say that interveners are preparing an 
application to the Federal Power Commission in order to obtain examina¬ 
tion of these materials. 

Respectfully submitted, 

RIVER COMPANY, INC. et al 
By /s/ Harold Leventhal, Counsel 

Of Counsel: Bryce Rea, Jr. 
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3329 LIST OF EXHIBITS 

Exhibit A - Excerpt, Annual Report for 1953 

(Texas Eastern Transmission Corporation) 

Page 16 and facing map 

Exhibit B - 

Part 1 - _Products Pipe Line Company, 

Local Pipe Line Tariff No. 1 Applying on 
Petroleum Products, I. C. C. N o. _ 

Part 2 - Proposed Tariff - Texas Eastern Transmission Corp. 

Exhibit C - Table: Light Product Supplies by Sources, District 2 (in 
thousands of barrels) 

Exhibit D - Chart: Light Product Supplies by Sources, District 2 

ExhibitE - Table: Light Product Yields from Crude Runs at Refineries;, 
District 2 

Exhibit F - Chart: Light Product Yields from Crude Runs at Refineries, 
District 2 

Exhibit G - Table: Total Light Product Manufacturing Capacity and Total 
Crude Refining Capacity, District 2 

Exhibit H - Chart: Total Light Product Manufacturing Capacity and Total 
Crude Refining Capacity, District 2 

Exhibit I - Memorandum A: Supporting Data Relating to Forecast of An¬ 
nual Growth in Gasoline Demand - District 2 

Table (page 9) - District 2 and Total U. S. - Motor Vehicle Registra¬ 
tions and Gasoline Consumption, 1941-1953 and Forecast 1956 
and 1960 

Exhibit J - Table: Comparative Growths of Motor Vehicle Registrations and 
Domestic Motor Fuel Demand by Uses, Total U. S. 

Exhibit K - Chart: Comparative Growths of Motor Vehicle Registrations and 
Domestic Motor Fuel Demand by Uses, Total U. S. 

Exhibit L - Table: Increase in U. S. Motor Vehicle Registrations and Motor 
Fuel Demand, 1940 to 1950 and 1950 to 1960 
3330 Exhibit M - Chart: U. S. Total Motor Vehicle Registrations and Motor Fuel 

Demand Increase from 1940 to 1950 and 1950 to 1960 
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Exhibit N - Memorandum B: Supporting Data Relating to Forecast of 
Annual Growth in Distillate Fuel Oil Demand for District 2 

Chart: (page 7) - Total U. S. - Distillate Demand - 
Relative Importance of Various Uses - His¬ 
torical Trend 

Table: (page 8) - District 2 - Distilllate Heating Oils - 

Central Burners in Use Trends Compared 
Burners in Use Trends Compared with Heating 
Oil Trends 

Table: (page 9) - Total U. S. - Oil Burners and New 

Housing Construction 

Exhibit O - Chart: Growth in Distillate Consumption by Uses, District 2 
Exhibit P - Table: Growth in Distillate Consumption by Uses, District 2 
Exhibit Q - Table: Increases in Distillate Consumption by Uses, District 2 
Exhibit R - Chart: Increases in Distillate Consumption by Uses, District 2 
Exhibit S - Table: Average Number of Central Burners in Use and Heating 
Oil Consumption, 1946-1960, District 2 
Exhibi t T - Chart: Average Number of Central Burners in Use and Heating 
Oil Consumption, 1946-1960 - District 2 
Exhibit U - Table: Total U. S. and District 2 Sales of Distillate Fuel Oil 


by Principal Uses - Domestic 
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3331 DESCRIPTION OF EXHIBITS 

TO BE OFFERED BY INTERVENORS RIVER COMPANY, INC., ET AL. 

AND OF LINE OF RELATED TESTIMONY 

Exhibit A, an excerpt from the Annual Report to stockholders of Texas 
Eastern for 1953, generally describes and illustrates the proposed con¬ 
version of the Little Inch pipeline to a petroleum products carrier. 

Exhibit B, consisting of two parts, is a schedule of rates and terms and 
conditions proposed by Texas Eastern k>r the operation of the Little Inch 
as a products pipe line. The proposal as set forth in Part I was subse¬ 
quently amended in certain respects, as shown in Part 2. 

Exhibits C and D show by table and chart for the years 1946 through 1954 
the sources from which PAD District 2 (the Midwest), the area which Texas 
Eastern proposes to supply, has received and now receives the light petroleum 
products Texas Eastern proposes to carry, and the amounts received from 
those sources. (The Districts established by the PAD, Petroleum Adminis¬ 
tration for Defense, are used by U. S. Government agencies for official 
purposes. Briefly, District 2 is the Midwest, District 3 is the Southwest.) 
Exhibits E and F show for the years 1946 through 1954, by table and chart, 
the amounts and increasing percentages of light products derived from crude 
refinery rims in District 2. 

3332 Exhibits G and H show by table and chart for the years 1946- through 1954, 
the expansion of refining capacity in District 2 in terms of both light prod¬ 
ucts output and crude processing. 

Exhibits I through M consist of tables and graphs, and a memorandum pro¬ 
viding the data and analysis underlying a forecast of demand in District 2 
for gasoline in the ’’target” years 1956 and 1960. 

Exhibits N through V consist of tables and graphs, and a memorandum pro¬ 
viding the data and analysis underlying a forecast of demand in District 2 
for distillates (primarily heating oils and diesel oil) in the ’target” years 
1956 and 1960. The forecast of distillates consumption in District 2 takes 
into account the competition of natural gas with heating oils in District 2. 

The foregoing exhibits will be used in conjunction with expert testi¬ 
mony, showing the following: 
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1. The transportation market which would be available to the Little 
Inch, if operated as a products line in accordance with Texas Eastern’s 
proposal, consists of the market for long-haul bulk transportation of 
light petroleum products from the Gulf Coast and Lower Mississippi 
Valley (in District 3) to the middle Mississippi and Ohio River Valleys 

in District 2 (Midwest). The terms "light produces,"or alternatively 
"clean products" refer principally to gasoline, "distillates", consisting 
primarily of heating oils and diesel oil, and kerosene. 

3333 This entire transportation market is at the present time fully and ade¬ 
quately served by approximately 25-30 contract tank barge operators who 
have a record of increasing technological efficiency and declining rates, 
particularly during the post-war years. The total volume of this trans¬ 
portation market is approximately 100, 000 barrels per day, and upon the 
basis of forecasts referred to below is projected to continue at approxi¬ 
mately the same volume to the "target" years 1956 and 1960. 

2. This projection assumes a continuance of expansion of volumes 
of demand in the Midwest for future years, upon the basis of economic 
activity and use at the high levels which have characterized the postwar 
years. 

3. The trend of increased expansion in refinery capacity in District 
2 is based on industry and economic factors which, regardless of the Little 
Inch products line, will mean that District 2 refinery output of light prod¬ 
ucts will supply the great bulk of District 2 demand. 

4. The transportation market described in paragraph 1 is and will 
remain a fringe supply for the Midwest,' of approximately 100, 000 barrels 
a day. 
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3334 The foregoing provides significant basic data and material necessary 
for analysis of the consequences of the proposed operation of the Little 
Inch as a products pipeline and for sound conclusions as to (1) the economic 
feasibility of the project, including the effects upon natural gas service, the 
financial position of Texas Eastern, Texas Easterns customers and in¬ 
vestors, and ultimate gas consumers; and (2) the impact on the general 
public interest and national defense. 


3345 Federal Power Commission 


Docket No. G-2503 
Hearing Exhibit No. 62 
Date Identified - 1/25/55 
Date Admitted - 1/27/55 


In Re - Texas Eastern 
Transmission Corp. 

F. P.C. Docket No. G-2503 
Exhibit No. 


Effects of Conversion on Operating Expenses 
(Based on Data in Exhibits and Working Papers 
of Texas Eastern Transmission Corporation) 

The attached tables and text provide a comparison, for the year 
1958, of the claims which were made by Texas Eastern Transmission 
Corporation concerning the effect of the proposed conversion upon opera¬ 
ting expenses in regard to: 

(a) decrease in operating expenses attributable to with¬ 
drawal of Little Big Inch line from gas service; 

(b) increase in operating expenses attributable to pro¬ 
posed expansion of the Kosciusko line; 

(c) increase in operating expenses attributable to 
South Louisiana line. 

The term ’’operating expenses” is used herein exclusive of cost of 
gas purchased except as such gas may be consumed as fuel. 

The attached were prepared from the data contained in the working 
papers underlying Exhibit 11, introduced by Texas Eastern Witness 
Baxter D. Goodrich, and furnished to counsel and representatives of inter- 
venors River Company, Inc., et al, from time to time in the latter part of 
December 1954. 

These Goodrich working papers include summary sheet, not typed, 
marked "Docket G-2503”, with expenses shown for 1957-1959 in three 
columns for each year, assuming conversion, assuming no conversion, 
and decrease. These figures for 1958 in said summary sheet are set forth 
3346 in the attached Table A (first three columns). The increases shown 
in detail in the other Goodrich working papers as due to the addition of new 
facilities proposed under G-2503 form the basis of the data in the other 
tables attached, and are aggregated in the fifth column of Table A. The 
fourth column in Table A presents the aggregate of the decreases in ex¬ 
penses shown in detail in the other Goodrich working papers as due to the 


116-B 

transfer of facilities to products operation (Little Big Inch). The figures 
in the third column equal the difference between the fourth and fifth 
columns. 

Data in the last column of Table A are used in Table B, attached 
hereto, and are further broken down to show South Louisiana Line and 
K-Line additions in Tables C and D attached hereto. The sources for 
data on Tables B-D are shown in detail in the attached text (page 7, et seq) 
and are identified by numbers in the tables corresponding to source 
numbers in the text. 



TEXAS EASTERN TRANSMISSION CORPORATION 
EFFECTS OF CONVERSION ON OPERATING EXPENSES - 1958 


3347 
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3351 TEXAS EASTERN TRANSMISSION CORPORATION 

Increases in Operating Expenses Due to Addition of 
_ New Facilities Under G-2503 _ 

SOURCES 

1. Goodrich working papers - "Operationg Supervision and Engineering, 
Decrease Due to Conversion, Summary" #7. Item - Increase in expenses 
due to addition of new facilities. 

$166,100 

2. Goodrich working papers - "Mains Operation - Labor, Decrease Due 
to Conversion, Summary” #8. Item - Increase in expenses due to addition 
of new facilities. 

$69, 300 

3. Goodrich working papers - "Operation Compressor Station - Labor, 
Decrease Due to Conversion, Summary" #9. Item - Increase in expenses 
due to addition of new compressor station facilities. 

$549,100 

4. Goodrich working papers - "Mains Operation - Supplies and Expenses, 
Decrease Due to Conversion, Summary” #11. Item - Increase in expenses 
due to addition of new facilities. 

$57, 300 

5a. See Goodrich working papers - ’Docket G-2503, Electric Power 
Comparison, Gas Only 11-10-54. No number. Year 1958 - Difference. 

Barton $100,600 

Gladeville 65,200 

Wheelersburg 51, 800 

Berne 55, 500 

$273,100 x . 97 — $264, 900 
(for centrifugal stations) 

3352 . 97 is Goodrich factor for adjusting calculated power cost to 
estimated power cost and is based on T. E. experience. 

(for reciprocating stations) 

Increase due to addition of facilities — $91,100 per year 
For details of calculation see attached sheet (I) 
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Sources are: 

A. Goodrich working papers - ’’Estimated Electric Power Costs, 
Assuming No Conversion” #12A. Item - 1958, Reciprocating Stations. 

B. Goodrich working papers - ’’Estimated Electric Power Costs, 
for Gas Operation, Assuming Conversion” #12-2. Item - 1958, Reciprocat¬ 
ing Stations. 

C. Exhibit 7. 

D. Exhibit 8. 

Total - Electric Power 

Centrifugal Stations 
Reciprocating Stations 
Total 

3353 COST OF ELECTRIC POWER FOR RECIPROCATING STATIONS 
Reference 

A. Power Cost Before Conversion $181,400 

B. After Conversion 229,600 

Difference $ 48, 200 

Total Installed Compressor Capacity - Reciprocating only. 

(From Exhibits #7 (before conversion) and #8 (after conversion) in HP. 

Before After 

Conversion C onversion Difference 

C. Inch System 124, 540 89,940 - 34,600 

D. K-Line 21,300 120,720 99,420 

Total 145,840 210,660 64, 820 

Average cost of electric power for HP 

Before conversion $1. 24 ($181, 400 plus 145, 840) 

After conversion $1. 09 ( 229, 600 plus 210, 660) 

Decrease in electric power cost due to transfer of Little Big Inch - 
Reduction in HP on Inch system of 34, 600 HP multiplied by 
$1. 24/HP — $42, 900. 


$264,900 
91,100 
$356, 000 
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Increase in electric power cost due to addition of facilities — 

Difference in power cost due to conversion of $48, 200 plus reduction (above) 
of $42, 900 — $91,100 
3354 

5b. Gas consumed for compressor fuel. For details of calculation, see 
Attached Sheet n. Sources are: 

A. Goodrich working papers - "Compressor Station Supplies and 
expenses, No Conversion, Summary" #12. Item - 1958, Gas for 
fuel. 

B. Goodrich working papers - "Compressor Station Supplies and 
Expenses, Assuming Conversion, Summary 1 #12-1. Item - 1958, 
Gas for fuel. 

C. Exhibit 7. 

D. Exhibit 8. 

$911,800 

5c. Goodrich working papers - "Operation Compressor Station - Supplies 
and expenses, Decrease Due to Conversion, Summary" #12. Item - 
Increase in expenses due to addition of new facilities, under column headed 
"Supplies and E^enses". 

$120, 600 

6. Goodrich working papers - Transmission Operation - Maps & Records, 
Decrease Due to Conversion, Summary #14. Item - Increase in expenses 
due to addition of new pipe lines, 

Total 


$17, 500 
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3355 COST OF GAS CONSUMED AS FUEL, RECIPROCATING STATIONS 
Reference: 1958 

A. Cost of Gas Consumed as Fuel Before Conversion $1, 328, 400 

B. Cost of Gas Consumed as Fuel After Conversion 1, 925, 000 

Difference $ 596,600 

Total Installed Compressor Capacity - Reciprocating only (From 
Exhibits #7 (before conversion) and #8 (after conversion), in HP 




Before 

Conversion 

After 

Conversion 

Difference 

c. 

Inch System 

124, 540 

89, 940 

-34, 600 

D. 

K-Line 

21,300 

120, 720 

99, 420 


Total 

145, 840 

210, 660 

64, 820 

Average cost of gas consumed as fuel per HP 



Before Conversion $9.11 ($1, 328, 400 plus 145, 840) 

After Conversion 9.14 ($1, 925, 000 plus 210, 660) 

Decrease in cost of gas consumed as fuel due to transfer of Little 
Big Inch — 

Reduction in HP on Inch System of 34, 600 HP multiplied by $9.11/HP 

$315, 200 

Increase in cost of gas consumed as fuel due to addition of facili¬ 
ties — Difference in gas cost due to conversion of $596, 600 plus reduction 
(above) of $315, 200 — $911, 800 

3356 

7. Goodrich working papers - ’’Maintenance Supervision and Engineering, 
Decrease Due to Conversion, Summary” #25. Item - Increase in expenses 
due to addition of new facilities, total increase in expenses, total 

$36,600 

8. Goodrich working papers - ’’Maintenance - Compressor Station Struc¬ 
tures, Decrease Due to Conversion, Summary” #26. Item - Increase in 
expenses due to addition of new facilities, compressor stations, total. 

$33, 000 

9. Goodrich working papers - ’’Maintenance Other Structures, Decrease 
Due to Conversion, Summary” #28. Item - Increase in expenses due to 



addition of new facilities pipe line, total. 

$14, 000 


10. Goodrich working papers - ’'Mains, Decrease Due to Conversion, 
Summary” #29. Item - Increase in expenses due to addition of new facilities, 
total increase in expenses, total. 

$77,600 


11. Goodrich working papers - "Maintenance Compressor Station Equipment, 
Decrease Due to Conversion, Summary” #30. Item - Increase in expenses 
due to addition of new facilities, Compressor stations, total. 

$258,100 


12. Goodrich working papers - "Maintenance Other Equipment, Decrease 
Due to Conversion, Summary” #32. Item - Increase in expenses due to 
addition of new facilities, pipe line, total. 

$32, 800 


3357 

13. Power cost for centrifugal stations $264, 900 as per 5a. all on K-Line 
plus cost of electric power for reciprocating stations as per 5a., of 


$91,100 allocated on basis of reciprocating capacity, i. e.: 

Capacity - % Cost of Power 


K-Line 79.38% $72,300 

South Louisiana 20. 62% 18, 800 

Total 100.00% $91,100 


For distribution of compressor capacity see attached Sheet m, 


for which source is Exhibits 7 and 8. 

Total cost of electric power is 

K-Line - Centrifugal Stations $264, 900 

Reciprocating Stations 72, 300 

Total $337,200 

South Louisiana Line 18, 800 

Total - Additions under G-2503 $356, 000 
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3358 DISTRIBUTION OF COMPRESSOR CAPACITY 

Additions Under G-2503 




Percent of Total 

K-Line 

HP 

Recip. 

All 

Centrifugal Compressors 

27, 500 



Reciprocating Compressors 




Egypt 

14, 080 



Mt. Pleasant 

14, 080 



Tompkinsville 

10, 560 



Owingsville 

12,320 



Athens 

10, 560 



Holbrook 

8, 800 



Total new stations 

70, 400 



Kosciusko 

5, 000 



Danville 

3, 520 



Total at old stations 8, 520 



Total Reciprocating 78, 920 

79. 38% 


Total - All Compressors 

106, 420 


83. 85% 

South Louisiana 




Reciprocating Compressors 




Gloster 

4, 400 



Lafayette 

4, 400 



Vidor 

5, 500 



B 

4, 000 



Booth 

2,200 



Total 

20, 500 

20. 62 

16.15 

Total Reciprocating Com¬ 




pressors i 

99, 420 

100. 00% 


Total All Compressors 

126, 920 


100. 00% 
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14. Cost of gas consumed for fuel was allocated on basis of distribution of 


3359 reciprocating compressor capacity, i. e. 

Capacity - % 

K-Line 79.38% 

South Louisiana Line 20. 62 

Total 100.00 


Cost of Gas (per 5b) 
$723,800 
188, 000 
$911,800 


15. Goodrich working paper - "Operation Compressor Station Labor, 


Increase Due to Conversion, Addition of Compressor Capacity" #9D. Shows 


following data. 



Station 

Operation 

Maintenance 

South Louisiana Line 

Booth 

$ 48, 000 

$ 8,600 


Vidor 

70, 500 

21, 500 


Lafayette 

63, 000 

17, 200 


Gloster 

63, 000 

17, 200 

South Louisiana Line Total 

244, 500 

64, 500 

K-Line 

Kosciusko 

15, 000 

13, 000 


Egypt 

93, 500 

34,400 


Mt. Pleasant 

93, 500 

34,400 


Tompkinsville 78, 000 

25, 800 


Danville 

15, 000 

8, 600 


Owingsville 

85, 500 

30,100 


Athens 

78, 000 

25, 800 


Holbrook 

70, 500 

21, 500 

K-Line Total 


529, 000 

193, 600 

Reciprocating Stations Grand Total 

773, 500 

258,100 

Centrifugal Stations 


- 

33, 000 

All Stations 


773, 500 

291,100 


Goodrich working paper - "Operation Compressor Station - Labor, Increase 
Due to Conversion, Addition of Compression Capacity" #9C shows following 
basis for allocation of operating expense between labor and supplies and 


expense. 



2500 HP 
All Others 
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Labor Supplies & Expense 

66% 34% 

71. 5 28. 5 

Total dollars are thus $549,100 $224,400 

of which South Louisiana 
is taken as $244, 500 x 

71. 5 or 173, 800 and x 28. 5 or 70, 700 

and the balance is K-Line $375, 300 $153, 700 

3360 

16. Goodrich working papers - TT Operation Compressor Station Supplies 
& Expenses, Increase Due to Conversion Addition of Compressor Capacity” 
#12-B. Item - Allocation to supplies and expenses and electric power shows 


Supplies & ejqpenses 

- $224,400 x 54% 

$120, 600 

Electric power - 

224,400 x 46% 

103, 800 



$224, 400 

Applying same ratio 

gives - 


South Louisiana Line 

— $70,700 (#15) x 54% 

38, 200 

K-Line — $120, 600 

- $38, 200, or 

$ 82,400 


17. Total Compressor Station Maintenance is allocated between South 
Louisiana and K-Lines as in #15 above: 

South Louisiana K-Line 

Total Maintenance $ 64, 500 $226, 600 

Goodrich working papers - ’’Maintenance Compressor Station Equipment, 
Increase Due to Conversion, Addition to Compressor Capacity” #30-B. 
Item - Allocation to structures and equipment shows 

Structures Equipment 

Total $ 33,000 $258,100 

and 

7,100 x 89% 

$ 25,900 


of which South Louisiana line is 
taken as $64, 500 x 11% 
and K-Line as the balance of 


57, 400 
$200, 700 
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3362 I Texas Eastern Trans. Corp. 

F. P.C. Docket No. G-2503 
Exhibit No. 63 


Comparison of Electric Power Cost 
Before Conversion - Centrifugal Stations 


Station 


1953 

10 Mos. 
Act. 2 Mos. 
Est. 1954 

Index 
1953 = 
100 

Goodrich 
Estimate 
1958 x.97 

Index 
1953 = 
100 

C 

$ 

209,712 

$ 187,680 

89 

$ 184,300 

88 

D 


185,882 

151,800 

82 

174, 500 

96 

G 


210,151 

265, 600 

126 

276,000 

131 

2 


258,511 

299,300 

116 

400,400 

155 

4 


294,124 

320,000 

109 

362,000 

123 

5 


501,791 

608,200 

121 

617,000 

123 

7 


722,806 

933,000 

129 

1,091,000 

151 

8 


625,745 

752,200 

120 

800,000 

128 

10 


433,839 

573,400 

132 

642,000 

148 

12 


622,801 

638,300 

102 

662,300 

106 

14 


538,409 

526, 800 

98 

569,000 

106 

15 


458,182 

478,800 

104 

492,000 

107 

16 


518,742 

596, 500 

115 

675,000 

130 

17 


486,132 

563,600 

116 

680,000 

140 

19 


310,414 

336, 200 

108 

344,500 

111 

20 


196,423 

250,100 

127 

249,000 

127 

23 


15,608 

133,900 

- 

175,700 

- 

Total - Inch 

$6, 589,272 

$7,615,380 

116 

$8,394,700 

127 

Barton 


343,814 

212,800 

62 

224,900 

65 

Gladeville 


245,106 

182,600 

74 

191,500 

78 

Wheelersburg 


198,323 

195,400 

99 

243,900 

123 

Berne 

- 

188,000 

180,600 

96 

207,800 

111 

Total-Koscius- 

ko Line 

$ 

975,243 

$ 771,400 

79 

$ 868,100 

89 

Total System 

$7, 

564,515 

$8,386,780 

110 

$9,262,800 

122 


Base Year 1954 
T. E. Estimates 


Total Electric Power $9,024, 500 

Less Reciprocating Sta. 181,400 

Cost of Power-Centrifugal Station $8, 843,100 

(Original Estimate) 

Excess on 1954 
10 Mos. Actual and 2 Est. 


$ 456,320 




18. Allocation of Supervision and Engineering - Operation Cost Other than 
Power and Gas. 



South Louisiana 

K-Line 

Mains Operation - Labor 

$ 69,300 

$ 

Compressor Station -Labor 

Mains Operation - Supplies & 

173, 800 

375, 300 

Expense 

57, 300 


Compressor Station - Supplies & 



Expense 

38, 200 

82, 400 

Transmission Maps & Records 

17, 500 



$356,100 

$457, 700 

These totals are distributed thus: 




Amount Percent of Total 

South Louisiana Line 

$356,100 

43% 

K-Line 

457, 700 

57 

Total 

$813, 800 

100% 

A similar distribution of Operation Supervision and Engineering expense 

yields: 



Total 

$166,100 


South Louisiana at 43% 

71, 500 


K-Line is balance, or 

$ 94,600 


19. Allocation of Supervision and Engineering - Maintenance 

Maintenance expenses other than supervision and engineering are: 


South Louisiana 

K-Line 

Compressor Station Structures 

$ 7,100 

$ 25,900 

Other Structures 

14, 000 


Transmission Mains 

77,600 


Compressor Station Equipment 

57, 400 

200, 700 

Other Equipment 

32, 800 



$188, 900 

$226, 600 

The total of $415, 500 is divided 
Total Supervision and Engineering 

45% 

55% 

is $36, 600 and is 

$ 16, 500 

$ 20,100 


divided in same proportion 
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[Federal Power Commission, Docket No. G-2503; Hearing Ex. No 66; 

Date Identified 1/28/55; Date Admitted 1/28/55] 

3370 

Texas Eastern Trans. Corp. 

F.P. C. Docket No. G-2503 

Exhibit No. 66 

CALCULATIONS TO PERMIT COMPARISON OF DATA IN 
EXHIBIT 62 AND EXHIBIT 33 CONCERNING INCREASED OPERATING 
EXPENSES ON KOSCIUSKO LINE RESULTING FROM CONVERSION PROJECT 

1. This exhibit sets forth the calculations to permit comparison of 
data in: 

(a) Exhibit 33, which contains Marvin’s estimate of the increase 
in operating expenses on the Kosciusko line (30” line) from 
Kosciusko, Miss, to Conn els vi lie, Pa., due to the expansion 
on that line proposed in Docket No. G-2503. 

(b) Exhibit 62, which reflects the amounts reflected in Exhibit 
11 as representing the increase in transmission operation 
and maintenance expenses on the Kosciusko line due to the 
expansion on that line proposed in Docket No. G-2503. 

2. Two adjustments are necessary to permit this comparison: 

(c) Adjustment of Exhibit 62 data to correspond to the assumptions 
in Exhibit 33 as to annual gas volumes. 

(d) Adjustment of data in Exhibit 33 regarding ’’total operating 
expenses” to exclude general and administrative expense 

3371 I. Adjustment of Data in Exhibit 62 for Increase in Volume 

_ Assumed in Exhibit 33 _ 

3. The data in Exhibit 62 set forth the increased transportation ex¬ 
penses on the Kosciusko line, (as reflected in the data in Exhibit 11) in re¬ 
gard to the gas balances shown in Exhibit 6. 

4. Exhibit 6 shows that the conversion project will increase the volume 
of input into Kosciusko, Miss, by 72,460,439 Mcf (for 1958, on a 15.025 basis). 
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The data from Exhibit 6 showing Input into Kosciusko: 


(A) After Conversion (Exh. 6, Sch. 2, p. 2) 

(1) Field purchases in Texas, For Transportation 

to 30 Inch, Kosciusko, Miss. 84,390,581 

(2) Purchases from United Gas, Kosciusko 103,059,426 

Less estimated fuel requirement from Texas to 

Kosciusko (1. 55% of Item (1) Texas purchases; 
percentage computed by comparing full require¬ 
ments with peak day data shown on Exhibit 8) 1,308, 000 

Less loss factor estimated at 1/3 of 1% of Item (1) 281,000 

185,861,007 

(B) Before Conversion: (Exh. 6, Sch. 1, p. 2) 

(3) Purchases from United Gas, Kosciusko, Miss. 113,400, 568 

(C) Added Volume Due to Conversion: 72,460, 439 


3372 5. The increase in volumes of input into Kosciusko, Miss., which are 

the assumption of Exhibit 33, is as follows: 


Annual Increase Per Exhibit 33 

Present 

Operation After G-2503 Increase 

Maximum Day Input volume (MMCFD) 387 625 238 

(From Exhibit 33) 

Annual Increase at 95% Load Factor (MCF) 82, 526, 500 


Adjustments in Expense Data of Exhibit 62 
6. Exhibit 33 reflects an increase in annual volume of input into 
Kosciusko, Miss., which is 13.89% greater than the increase reflected in 
Exhibit 6 or Exhibit 62. 

Percentage increase in input: 


82,526,500 

72,460,4389 


13. 89% increase 


7. With a 13. 89% change in volume of increase, there are two items 
of expense in Exhibit 62 which require change. 
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Percentage increase in input ■ 13.89 

Items of expense to be adjusted 

Per Increase 

(Exhibit 62 ) (assuming 13.89%) 

Gas consumed as fuel $723,800 $100,500 

Electric Power $337,200 $ 46,800 

$147,300 

3373 8. Dollar adjustment in Expense data of Exhibit 62: 

Increase in Transmission Operation and 

Maintenance Expenses on Kosciusko line, 

due to conversion (per Exhibit 62) $1,860,000 

Adjustment to increase annual input to 
correspond to increase in Exhibit 33 147,300 

Increase in Transmission Operation and 
Maintenance Expenses on Kosciusko line, 
per Exhibit 62, with Adjustment to Compare 
to Volumes Reflected in Exhibit 33 $2, 007,300 

3374 II. Adjustment of Total Operating Expenses in Exhibit 33 

to Remove Administrative and General Expense _ 



(1) 

(2) 

(3) 


Total 

A djustment for 

Remaining 

! 

Operating 

Administrative 

Operating 


Expense 

and General 

Expense 

Present Operation 

(Before Conversion) 

$3,487,000 

$ 564,894 
(16. 2% of Col. 1 
per note A 
attached) 

$2,922, 106 

After Construction Docket 

G-2503 (After Conversion) 

Increase in Operating Expense 

7,040,000 

> 

1,288,320, 5,751,680 

(18.3% of Col. 1 
note B Attached) 

$2, 829,574 


Increase in Operating Expense, 
(Other than Administrative and 
General Expense) 
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3375 Notes A and B: Administrative and General Expense as 

_ Percentage of Total Operating Expense 


Note A: 

For 1957, before conversion 
(Exhibit 11) 

Administrative and General $ 4,780,800 

Total Operating Expense (excl. 

purchased gas) $28,325,900 

Gas Used for Transmission 

Compressor Fuel 1, 253, 300 

Total Operating Expense (excl. 

purchased gas other than gas 

consumed as fuel) $29, 579, 200 

Percent 16.2% 


Note B: 

For 1957, after conversion (Exhibit 11) 

Administrative and General t $ 4,780,800 

Total Operating Expense (excl. 

purchased gas) $24,248,200 

Gas Used for Transmission Com¬ 
pressor Fuel 1, 858, 000 

Total Operating Expense (excl. 
purchased gas other than gas 

consumed as fuel) ! $26, 106,200 

Percent 18.3% 


3376 HI. Comparison of Data in Exhibit 33 and Exhibit 62 

Increase in Transmission Operation and Maintenance Expenses 
(Operating Expenses Excluding Administrative and General Expense) On 
Kosciusko Line, due to Conversion (Docket G-2503), Assuming Increase in 
Input into Kosciusko, Miss, of 

82, 526,400 Mcf per annum 

Data From Exhibit 33, as adjusted $2, 829, 574 

Data From Exhibit 62, as adjusted $2, 007, 300 
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3377 Federal Power Commission Docket G-25Q3 

In the Matter of Texas Eastern Transmis¬ 
sion Corp. Hearing Exhibit No. 67 


TEXAS EASTERN TRANSMISSION CORPORATION 
COMPARISON OF COST OF SERVICE 

1959 



Before 

Conversion 

After 

Conversion 

Difference 

Gas Purchased 

$ 73,689,200 

$ 74,171,300 

$ 482,100 

Transmission Operation and 
Maintenance 

22,055,000 

18,092,700 

(3,962,300) 

Storage Operation and 

Maintenance 

480,000 

480,000 

_ _ _ _ 

Administrative and 

General Expense 

4,780,800 

4,780,800 

— 

Depreciation and Amortization 

12,940,900 

13,198,200 

257,300 

Taxes other than Federal income 

4,047,600 

4,098,500 

50,900 

Other Gas Revenues 

(5,210, 500) 

(5,210,500) 

— 

Cost of Service before 

Federal income tax and return 

$112,783,000 

$109, 611, 000 

$ (3,172,000) 

Taxes - Federal Income * 

12,813,100 

13,870,900 

1,057,800 

Return at 6-1/2% 

19,795,900 

21,221,100 

1,425,200 

Total Cost of Service 

$145,392,000 

$144,703,000 

$ (689,000) 

Rate Base - 1959 

$304,552,900 

$326,478,500 

$21,925,600 


Source of Data: Exh. 3, 11 


* Federal income tax calculated by using income tax data for 1957 (per Exh. 
3), assuming that change in income for 1959 is taxable at 52%, since full 
income deductions for interest are already reflected in 1957 computations 
in Exh. 3. This fails to adjust for slight decline in interest, which would 
in turn increase U. S. income taxes slightly. Effect of such adjustment 
would be to decrease slightly Texas Eastern’s purported decrease in cost 
of service for 1959. 
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[ Received July 26, 1954 F.P.C.] 
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BEFORE THE 

FEDERAL POWER COMMISSION 
UNITED STATES OF AMERICA 


In the Matter of 


Docket No. G-2503 


Texas Eastern Transmission Corporation) 

Application for a Certificate of 
Public Convenience and Necessity 
and for Permission and Approval to 
Abandon Certain Facilities Pursuant 
to Section 7 of the Natural Gas Act 
as Amended,. 


TEXAS EASTERN TRANSMISSION CORPORATION (Applicant) hereby 
makes application to the Federal Power Commission pursuant to Sections 
7 (b) and 7 (c) of the Natural Gas Act as amended, and to the Rules and Regu¬ 
lations of the Federal Power Commission issued thereunder (a) for a Cer¬ 
tificate of Public Convenience and Necessity authorizing Applicant to construct 
and operate the facilities hereinafter described and to render by means of such 
new facilities certain services now rendered through other facilities of Ap¬ 
plicant, and (b) for the permission and approval of the Commission, upon 
completion and commencement of operation of such new facilities, to with¬ 
draw and abandon from natural gas service certain present facilities of Ap¬ 
plicant, which will have been replaced by the said new facilities. 

I. 

The exact legal name of Applicant is Texas Eastern Transmission 

Corporation. Applicant is a corporation organized and existing under the 

laws of the State of Delaware. Its principal place of business is as follows: 

Texas Eastern Transmission Corporation 
Texas Eastern Building 
Shreveport, Louisiana 

3707 The name, title and mailing address of the person to whom corre¬ 

spondence and communications concerning this application are to be 
addressed is: 

W„ E„ Caine, Vice-President 
Texas Eastern Transmission Corporation 
Texas Eastern Building 
Shreveport, Louisiana 


118 


3708 


Copies should be sent to: 

Texas Eastern Transmission Corporation 
! Attention: Mr. Keith M. Pyburn 
Suite 510 

1001 Connecticut Avenue, N.W. 

Washington 6 D. C. 

and 

Robert M. Harris 
Manager of Certificates 
Texas Eastern Building 
Shreveport, Louisiana 

n. 

Applicant is a natural gas company which owns and operates a natural 
gas transmission system extending from Texas, Louisiana, and Mississippi 
through the Appalachian area to the Eastern Seaboard in the Philadelphia- 
Newark area. It is authorized to do business in the States of Texas, Louisi¬ 
ana, Arkansas, Missouri, Illinois, Indiana, Ohio, West Virginia, Missis¬ 
sippi, Alabama, Tennessee, Kentucky, Pennsylvania, New Jersey and New 
York. A concise description of such facilities and of Applicant’s operations 
is as follows: 

(a) A 24-inch pipe line which originates in the 
vicinity of Longview, Texas, and traverses the states 
of Arkansas, Missouri, Illinois, Indiana, Ohio, West 
Virginia, and Pennsylvania, to a point near Phoenixville, 

Pennsylvania; and two 20-inch lines, one of which runs 
from Phoenixville to Bayonne, New Jersey, and the other 
of which rims from Phoenixville to Marcus Hook, Pennsyl¬ 
vania (hereinafter referred to as the Big Inch). 

(b) A 20-inch pipe line system which originates 
in the Baytown, Texas area, and extends in a northerly 
direction through Louisiana and Arkansas to a junction 
with the Big Inch near Little Rock, from which point it 
parallels the Big Inch to a terminus at Linden, New 
Jersey, (hereinafter referred to as the Little Inch); 
this system has been extended westward by a 16-inch 
pipe line to Provident City, Texas, where it connects 
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with Wilcox Trend Gathering System, Inc. (Wilcox Trend) 
and Applicant’s 24-inch Provident City pipe line. 

The Big Inch and Little Inch Pipe Line Systems (exclusive of the 
westerly extension to Provident City, Texas) were constructed during World 
War n by the Federal Government as war emergency facilities. The Big 
Inch carried crude oil from Texas oil fields to the East Coast refineries in 
the Bayonne and Philadelphia areas. The Little Inch carried petroleum pro^- 
ducts from the Gulf Coast refineries to East Coast terminals for military 
and essential civilian uses In 1947 both lines were declared surplus prop¬ 
erty by the government, were offered for sale, were purchased by Applicant 
and converted to natural gas service. A condition of the sale was a National 
Security Provision pursuant to which the government retained a dormant 
estate and right of recapture exercisable if within twenty years a national 
emergency should require the reconversion of the Big Inch to the transporta¬ 
tion of crude oil, or the Little Inch to the transportation of petroleum pro¬ 
ducts. Applicant is required to maintain and keep serviceable the facilities, 
feeder lines and laterals which were used dur ing the war for the transportation 
of crude oil and petroleum products. All Certificates of Public Convenience 
and Necessity issued by the Commission and all contracts entered into by 
Applicant for the rendition of service by means of the Big and Little Inch 
lines are expressly subject to the said National Security Provisions (see 
3709 Applicant’s F.P.C. Gas Tariff, Second Revised Volume No. 1, General 

Terms and Conditions, Section 12.4, and Exhibit A to Form of Service Agree¬ 
ment, Original Sheets 85-87). 

(c) A 24-inch pipe line extending from Provident 
City, Texas, to the vicinity of Castor, Louisiana, trans¬ 
porting gas delivered by Wilcox Trend and other suppliers 
to the pipe line system of Texas Gas Transmission Corpo¬ 
ration (Texas Gas) and the Little Inch (hereinafter re¬ 
ferred to as the Provident City line). 

(d) 26-inch loop lines on the Big Inch between 
Lebanon, Ohio, and Moundsville, West Virginia, trans¬ 
porting gas delivered to the Big Inch at Lebanon by Texas 
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(e) A 30-inch pipe line extending from Kosciusko, 
Mississippi, to Applicant’s Compressor Station 21 at 
Connellsville, Pennsylvania, transporting to the east and 
into storage, gas delivered to Applicant by United Gas 

i 

Pipe Line Company (United Gas) at Kosciusko (hereinafter 
referred to as the Kosciusko Line). 

(f) The Oakford Storage field in Westmoreland 
County, Pennsylvania, jointly owned with New York State 
Natural Gas Company. 

(g) A 30-inch line extending from Station 21 to 
said storage field (hereinafter referred to as the Storage 
Line). 

(h) A 24-inch line owned by Applicant’s subsidiary 
Texas Eastern Penn-Jersey Transmission Corporation, and 
operated by Applicant, extending from Oakford Storage field 
to Lambertville, New Jersey, (hereinafter referred to as the 
Penn-Jersey line). This line is now under construction, and 
will be placed in operation by November 16, 1954. 

(i) A total of 387, 890 horsepower in 41 compressor 
stations as follows: 

(1) A total of 36, 650 horsepower in 3 
reciprocating and 4 centrifugal com¬ 
pressor stations (B C, D, E, F, G & 

5) on the Little Inch south of its 
junction with the Big Inch at Little Rock; 

(2) A total of 4400 horsepower in one re¬ 
ciprocating compressor station (Joaquin) 
on the Provident City line; 

(3) A total of 53, 800 horsepower in 2 re¬ 
ciprocating and 4 centrifugal compressor 
stations (Kosciusko, Barton, Glade ville, 

Danville, Wheelersburg and Berne) on the 
Kosciusko Line; 

(4) A total of 279,740 horsepower in 11 re¬ 
ciprocating and 15 centrifugal compressor 
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stations (1 through 16, 16 R, 17 through 
20, 21 A, 22 A, 23, 24, 25 and 26) on the 
Big Inch, of which 2500 horsepower at 
Station 23 and 7500 horsepower at Station 
25 is authorized but not yet installed; 

(5) A total of 3300 horsepower in one re¬ 
ciprocating compressor station (Greensburg) 
on the Penn-Jersey line. This station is 
under construction and will be placed in 
operation by November 16, 1954. 

Applicant purchases field gas: (a) in the Wilcox Trend Area of South 
Texas for transportation through the facilities of Wilcox Trend, the Little 
Inch and the Provident City line; (b) along both the Little Inch and the 
Provident City line in Texas for transportation through those lines; (c) along 
the Little Inch in North Louisiana for sale to Texas Gas and transportation 
through the Little Inch to the Big Inch at Little Rock; and, (d) in East Texas 
for transportation through the Big Inch. ;Applicant purchases pipe line gas: 

(a) from United Gas at Longview, Texas for transportation through the Big 
Inch; (b) from Texas Gas at Lebanon, Ohio for transportation through the Big 
Inch, Little Inch and 26-inch loops described in n(d) above; and, (c) from 
United Gas at Kosciusko, Mississippi for transportation through the Kosci¬ 
usko line. By means of an exchange agreement with United Gas, Applicant 
3711 transfers gas from the Provident City line to the Big Inch at Longview, Texas, 
and has applied, in Docket No. G-2472, for authorization to construct a 16 
and 20 inch line connecting the Provident City line and Big Inch. 

Applicant sells gas throughout its entire system, with the majority 
of such sales occurring in the Appalachian and Eastern Seaboard Areas. 

m. 

Upon completion of construction and commencement of operation of 
the facilities hereinafter described in Paragraph IV, and for which a Cer¬ 
tificate of Public Convenience and Necessity is herein sought, Applicant 
proposes to retire from natural gas service the following facilities: 

(a) That segment of the original Little Inch system 

between Baytown, Texas, and Moundsville, West Virginia, 
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principably consisting of approximately 60 miles of 16-inch 
pipe line and approximately 1108 miles of 20-inch pipe 
line, together with lateral and feeder lines attached thereto. 

(b) Compressor Stations C, D, E, F, and G on the 
Little Inch, together with all facilities installed at these 
locations. 


(c) That portion of compressor station horse¬ 
power at other locations as shown in the following tabu¬ 
lation: 


Station 

Location 

Presently 

Installed 

HP 

Proposed HP 
To Be 

R etired 

HP Installed 
After 

Retirement 

5 

Little Rock, Ark. 

15,250 

7,500 

7,750 

6 

Bald Knob, Ark 

15,400 

6,600 

8,800 

7 

Egypt, Ark. 

19,000 

11,000 

8,000 

8 

Fagus, Mo. 

13,500 

9,000 

4,500 

9 

Oran, Mo. 

14,000 

4,000 

10,000 

10 

Lick Creek, HI. 

13,000 

9,000 

4,000 

11 

Norris City, HI. 

13,000 

6,000 

7,000 

12 

Princeton, Ind. 

16,500 

13,000 

3,500 

13 

French Lick, Ind. 

10,000 

3,000 

7,000 

14 

Seymour, Ind. 

19,000 

15,000 

4,000 

15 

Batesville, Ind. 

9,250 

5,750 

3,500 

16 

A Lebanon, Ohio 

B Lebanon, Ohio 

14,000 

5,500 

9,250 

4,750 

5,500 

17 

Circleville, Ohio 

14,000 

10,000 

4,000 

18 

Crooks ville, Ohio 

8,800 

1,100 

7,700 

19 

Sarahs ville, Ohio 

12,000 

8,000 

4,000 

20 

Wind Ridge, Pa. 

10,000 

10,000 

- 


Applicant proposes to convert the Little Inch facilities retired from 
gas service to the purpose for which they were originally constructed, the 
transportation of petroleum products. 


IV. 

In order to perform the natural gas service now rendered by means 
of the above described segment of the Little Inch, Applicant proposes to 
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3714 


construct the following facilities: 

(a) Approximately 29 miles of 20-inch pipe line 
extending from Baytown, Texas to Compressor Station B at 
Hankamer, Texas to replace the section of the Little Inch 
which presently connects these two points, thereby pro¬ 
viding a connection between the existing 20-inch loop 

line which extends from Station B to Beaumont, Texas, 
and the 16-inch pipe line from Baytown, Texas to Provident 
City, Texas. 

(b) Approximately 382 miles of 24-inch pipe line 
extending from Beaumont, Texas through Southern Louisiana 
and Mississippi and thence to the existing Kosciusko, 
Mississippi station (hereinafter referred to as the South 
Louisiana Line). 

(c) Approximately 28 miles of 10 3/4-inch pipe line 
to provide a connection from the Silsbee field line, Newton 
County, Texas to the proposed 24-inch South Louisiana 
line, near Vidor, Texas. 

(d) Approximately 6 miles of 6 5/8-inch pipe line 
from Houston Oil Company, et al, Newton County, Texas to 
proposed 10 3/4-inch pipe line (Item (c) above). 

(e) Approximately 6 miles of 6 5/8-inch pipe line 
from H. L. Hunt Company to existing 20-inch loop near 
Sharon, Claiborne Parish, Louisiana. 

(f) Approximately 18. 5 miles of 3 1/2-inch pipe 

line from Arkansas Louisiana Gas Company’s pipe line near 
Camden, Arkansas to Hampton, Arkansas, to serve the 
City of Hampton. 

(g) Approximately 12 miles of 4 1/2-inch pipe line 
from United Gas Pipe Line Company’s line near Holly 
Springs, Texas to Newton, Texas to serve the City of 
Newton. 

(h) New Compressor Stations as follows: 


(h-1) On the 16-inch Provident City - 
Baytown pipe line 

(h-1-1) A 2200 H. P. reciprocating 

station near Booth, Ft. Bend 
County, Texas 

(h-2) On the proposed 24-inch South 
Louisiana Line 

(h-2-1) A 5500 H.P. reciprocating 
station near Vidor, Orange 
County, Texas. 

(h-2-2) A 4400 H.P. reciprocating 
station near Lafayette, 
Lafayette Parish, Louisiana 
(h-2-3) A 4400 H.P. reciprocating 
station near Gloster, Amite 
County, Mississippi 

(h-3) On the existing 30-inch Kosciusko line 
(h-3-1) A 14,080 H.P. reciprocating 
station near Egypt, Monroe 
County, Mississippi 
(h-3-2) A 14, 080 H.P. reciprocating 
station near Mt. Pleasant, 
Giles County, Tennessee 
(h-3-3) A 10, 560 H.P. reciprocating 
station near Tompkinsville, 
Monroe County, Kentucky 
(h-3-4) A 12,320 H.P. reciprocating 
station near Owingsville, 

Bath County, Kentucky 
(h-3-5) A 10,560 H.P. reciprocating 
station near Athens, Athens 
County, Ohio 

(h-3-6) A 8,800 H.P. reciprocating 



station near Holbrook, Green 
County, Pennsylvania 

(i) Additions to existing compressor stations on the 

30-inch Kosciusko line as follows: 

(i-1) 5,000 H.P. in reciprocating units at 

Kosciusko, Attala County, Mississippi. 

(i-2) 7, 500 H.P. in centrifugal units at 
Barton, Colbert County, Alabama. 

(i-3) 7, 500 H. P. in centrifugal units at 

Gladeville, Wilson County, Tennessee. 

(i-4) 3, 520 H„P. in reciprocating units at 
Danville, Lincoln County, Kentucky. 

3716 (i-5) 7,500 H, P. in centrifugal units at 

Wheelersburg, Scioto County, Ohio. 

(i-6) 5,000 H.P. in centrifugal units at 
Berne, Monroe County, Ohio. 

V. 

Applicant relies upon the following facts to show that the present and 
future public convenience and necessity require the construction and opera¬ 
tion of the facilities hereinabove described, and permit the abandonment of 
the facilities herein sought to be abandoned and converted to the transporta¬ 
tion of petroleum products. 

Applicant’s natural gas transportation system described above lacks 
flexibility. Gas transported by the Big Inch is gathered from fields in the 
vicinity of Longview, Texas. The Big Inch has a delivery capacity of approxi¬ 
mately 300, 000 MCF per day east of Little Rock. This line can readily be 
expanded to higher capacities by the substitution of larger compressors and 
ultimately by adding compression and/or looping, but this cannot be done so 
expediently when it is operated as a looped system with the Little Inch, as 
is presently being done, due to structural limitations of the Little Inch. 

Once the two lines are separated and larger compressors installed, the 
expansion of the Big Inch presents only those engineering problems custo¬ 
marily encountered in the expansion of a single pipe line. 
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The Little Inch is transporting to the East approximately 200, 000 
MCF per day of gas gathered from fields in Texas and Louisiana. This line 
is operating at structural capacity and is a system bottleneck from Castor, 

3717 Louisiana, where the Provident City line connects with it, to Little Rock, 
Arkansas. Applicant’s Provident City line and the Little Inch south of Castor, 
supplemented by North Louisiana purchases, presently and potentially have 
capacity substantially in excess of the requirements of Texas Gas and the 
Little Inch north to Little Rock. This Capacity is not now being fully utilized 
because this gas cannot be delivered either to the Big Inch at Longview or to 
the Kosciusko line. Construction of the facilities applied for in Docket G-2472, 
described above, will provide a means for delivering purchases of additional 
gas in South Texas to the Big Inch at Longview for transportation east. How¬ 
ever, even after construction of those facilities, gas will be available in 
excess of the capacity of the looped Big Inch-Little Inch system east of Little 
Rock. The facilities herein proposed will permit transfer of that gas to 
Kosciusko and east to markets. Deliveries to Texas Gas at Lisbon can be 
maintained from North Louisiana purchases and from the Provident City 

line after retirement of the Little Inchfiflbm gas service. Deliveries to 
Arkansas-Louisiana Gas Company at Hampton, Arkansas will be maintained 
through construction of the line described in IV(f) above, and deliveries to 
Newton, Texas will be maintained through construction of the line described 
in IV (g) above. 

The Kosciusko line is presently transporting up to 387, 000 MCF per 
day delivered to Applicant at Kosciusko by United Gas. If the entire 200,000 
MCF per day capacity of the Little Inch is delivered to Kosciusko through 
the proposed South Louisiana line and appurtenant facilities, and the capacity 

3718 of the Kosciusko line increased by that amount by the addition of the compres¬ 
sor station^ and horsepower described in IV (h-3) and IV (i) above, Applicant’s 
cost of service will be decreased slightly. Additional increases in gas 
transported through this line would not result in any material increase in 

the average cost of service. 

Because of the bottleneck referred to above, it is essential to the 
efficient operation, the flexibility and the future transportation expense of 
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Applicant’s system that a connecting line be constructed through which Ap¬ 
plicant can transport to the Kosciusko line for transportation East gas gathered 
and either now under contract or to be purchased in South Texas and South 
Louisiana. In determining the route and capacity of this connecting line, 
several factors were taken into consideration. The new line must be connec¬ 
ted with existing and potential sources of gas supply along the Wilcox Trend 
System and in South Texas areas. Recent discoveries of substantial gas re¬ 
serves in Southern Louisiana and Southern Mississippi, to which Applicant 
presently has no access, make it highly desirable that the line to Kosciusko 
should be accessible to existing and potential fields in those areas. Conse¬ 
quently, Applicant proposes to replace the Little Inch by the construction of 
the 24-inch South Louisiana line described in IV(b) above, which, when com¬ 
pleted, will give Applicant a continuous line connected with Wilcox Trend 
and running from Provident City through Baytown and Beaumont to Kosciusko 
in proximity to the South Louisiana and South Mississippi fields. Deliveries 
can be made into this line by all suppliers in Texas who are now delivering 
gas to the Little Inch, with the exception of the producers in the Silsbee area. 
The Silsbee lateral described in IV(c) above will enable Applicant to continue 
its purchases in this area. 

Upon completion of the proposed facilities Texas Eastern’s system 
will have the flexibility which it now lacks, and will be in a position to trans¬ 
port to the East gas gathered from fields in South Texas, East Texas, North 
Louisiana, along the Gulf Coast (including South Louisiana and South Missis¬ 
sippi), or North Mississippi, either through the Big Inch, the Texas Gas 
pipe line system, or the Kosciusko line. The system also will have sub¬ 
stantial potential capacity at no increase in the average cost of service. 

It is Applicant’s intention to operate the reconverted ’’Little Inch” 
from the Baytown-Beaumont refineries area to Moundsville, West Virginia 
as a common carrier petroleum products pipe line pursuant to the pro¬ 
visions of the Interstate Commerce Act and subject to jurisdiction of and 
regulation by the Interstate Commerce Commission. Applicant has made 
an exhaustive survey of the markets for petroleum products and present 
methods of transportation in the areas traversed by the line and has reached 
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the conclusion that the service will be in the public interest. Applicant pro¬ 
poses to file rates for transportation which will yield a reasonable return to 
it and provide service in marketing centers at a cost to shippers which will 
be competitive with and lower than the transportation rates charged by existing 
forms of transportation, thereby providing reduced ultimate cost to consumers. 
Reconversion in times of peace, will eliminate the threat to Applicant’s natural 
gas service attributable to the National Security Provisions and the ever 
present possibility that the Government may require reconversion under the 
dormant estate reserved by it when the lines were sold. In time of war the 
line would be ready without delay or the consumption of then critical ma- 

3720 terials. In addition, no loss of gas service will be suffered by Applicant’s 
customers due to sudden conversion during an emergency period; peacetime 
conversion, which averts serious gas service, dislocation, is clearly in the 
public interest. 

VI. 

Applicant proposes to commence the construction of the facilities 
herein proposed to be constructed immediately upon issuance of a certificate 
herein, and proposes to abandon natural gas service in the facilities proposed 
to be abandoned and retired from such service immediately upon comple¬ 
tion of construction and commencement of operation of the said new facilities. 
Applicant estimates that it will require sixteen months to construct the pro¬ 
posed new facilities, and an additional period of approximately three months 
to complete the retirement and conversion of the facilities proposed to be 
abandoned. 

vn. 

No other application to supplement or effectuate Applicant’s proposals 
must be or is to be filed by Applicant or any other person with any regula¬ 
tory body. 

vm. 

This is an abbreviated application inasmuch as all the data and informa¬ 
tion required by the rules are not necessary to disclose fully the nature and 

3721 extent of the proposed undertaking. The list of exhibits filed herewith, and 
those omitted herefrom together with the reasons therefor, is as follows: 


129 


Exhibit A 

Exhibit B 

Exhibit C 

Exhibit D 

Exhibit E 

Exhibit F 


Exhibit G 
and G-I 


Articles of Incorporation and By-Laws 

Exhibit A has heretofore been filed as Exhibit A in 

Docket No. G-2472 and is incorporated by reference 

herein. 

State Authorization 

Exhibit B has heretofore been filed as Exhibit B in 
Docket No. G-2313 and is incorporated by reference 
herein. 

Company Officials 

Exhibit C has heretofore been filed as Exhibit C 

in Docket No. G-2418 and is incorporated by reference 

herein. 

Subsidiaries and Affiliation 

Exhibit D has heretofore been filed as Exhibit D in 
Docket No. G-2396 and is incorporated by reference 
herein. 

Corporate Authorization 
Exhibit E is filed herewith. 

Location of Facilities 

(1) Exhibit F(l), being a map showing the present 
Texas Eastern system, is filed herewith. 

(2) Exhibit F (2) , being a map showing the proposed 
Texas Eastern system after construction of the 
facilities for which authorization is sought herein, 
and abandonment of the facilities sought to be aban¬ 
doned herein , is filed herewith. 

Flow Diagrams 

(1) Exhibit G, Diagram 1, being a flow diagram re¬ 
flecting the system peak day of the present Texas 
Eastern system, is filed herewith. 

(2) Exhibit G, Diagram 2, being a flow diagram re¬ 
flecting the system peak day of the Texas Eastern 
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system, after construction of the facilities applied 
for herein and abandonment of the facilities sought 
to be abandoned herein, is filed herewith. 

Exhibit 

G-33 - Flow Diagram Data 

Exhibit G-II is filed herewith. 

Exhibit H - Gas Supply Data 

Omitted, since this application proposes only the abandon¬ 
ment of certain facilities and the construction of certain 
new facilities to replace those sought to be abandoned. No 
new sales are sought in this application and, consequently, 
no question of gas supply is involved in this proceeding. 

Exhibit I - Market Data 

(1) and (2) Exhibit I (1) and Exhibit I (2) are filed herewith 
a 

as jingle exhibit, showing the names and locations of cus¬ 
tomer companies and applicant’s total annual and peak day 
gas commitments for each wholesale customer. Appli¬ 
cant serves only wholesale customers and has no direct 
industrial customers. More detailed information with re¬ 
spect to market data will be found in Exhibit X-2 described 
hereinafter. 

(3) i Applicant has had no curtailment of services and 

expects none; applicant has been advised of no an¬ 
ticipated curtailments by any wholesale customer. 

(4) Exhibit I (4), being a statement of basic factors em¬ 
ployed by Applicant in estimating future require¬ 
ments, is filed herewith. This Exhibit should be 
considered in conjunction with Exhibit X-2, de¬ 
scribed hereinafter. 

(5) All of Applicant’s contracts for sale or transporta¬ 
tion of natural gas are on file with the Commission, 
and are incorporated herein by reference to the Com¬ 
mission’s official files. For the list of such cus¬ 
tomers, see Applicant’s F.P.C. Gas Tariff, Second 
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Revised Volume No. 1, First Revised Sheets 
Nos. 89 through 92 and Original Sheet No. 93, and 
Table of Contents to Applicant’s Original Volume No. 

2, being Eighth Revised Sheet No. 1, Second Re¬ 
vised Sheet No. 1A, and Original Sheet No. IB. 

3723 (6) No facilities other than those covered by this appli¬ 

cation are necessary to provide service in the com¬ 
munities served and to be served by Applicant. 

(7) Applicant has made no market survey within the 
past three years other than Exhibit X-2, if the same 
be considered a market survey. 

(8) Omitted, since Applicant proposes no new sales or 
services herein. 

(9) Omitted, since Applicant has no affiliates marketing 
gas independently of Applicant. 

Exhibit J - Conversion to Natural Gas 

Omitted, since no conversion to natural gas is proposed by 

this application. 

Exhibit K - Cost of Facilities 

Exhibit K is filed herewith. 

Exhibit L - Financing 

(1) Exhibit L (1) is filed herewith. 

(2) Applicant has not yet finally determined the manner 
in which it will dispose of the securities necessary 

to be sold to finance the construction herein proposed, 
and does not know the persons to whom such securities 
will be sold or issued. Applicant will be prepared to 
present evidence with respect to the proposed plan of 
financing at the hearing in this docket. 

(3) Omitted for the same reasons set forth under (2) 
above. 

(4) Omitted for the same reasons set forth under (2) 
above. 
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(5) Omitted for the same reasons set forth under (2) 
above. 

(6) Exhibit L (6) is filed herewith in the form of two 
schedules: Schedule 1 being a cash flow statement 
assuming that the authorization sought herein is not 
granted, and Schedule 2 being a cash flow statement 
assuming that the authorization and permission sought 
herein are granted. 

(7) Exhibit L (7) is filed herewith. 

(8) A balance sheet and income statement as of March 
31, 1954, being the most recent date available, was 
filed as Exhibit L (8) in Docket No. G-2472 and is in¬ 
corporated by reference herein. 

(9) Exhibit L (9) is filed herewith in the form of two 
schedules: Schedule 1 being pro forma balance 
sheets and income statements assuming the authori¬ 
zation sought herein is not granted, and Schedule 2 
being pro forma balance sheets and income state¬ 
ments assuming the authorization and permission 
sought herein are granted. 

(10) Omitted for the reasons set forth under (2) above. 

(11) Omitted for the reasons set forth under (2) above. 

(12) Omitted for the reasons set forth under (2) above. 

Exhibit M - Construction, Operation and Management . 

Omitted, since Applicant proposes to operate its system with 
its present personnel. If authorization and permission are 
granted as sought herein Applicant will negotiate construc¬ 
tion contracts with independent construction contractors. 

No such contracts have yet been executed, nor are any now 
under negotiation. 

Exhibit N - Revenues - Expense - Income . 

Exhibit N is filed herewith in the form of two complete 
schedules: Schedule 1 assumes that the authorization 


sought herein is not granted, and Schedule 2 assumes that 
the authorization and permission sought herein are granted. 

Exhibit O - Depreciation and Depletion Statement. 

Exhibit O is filed herewith. 

Exhibit P - Tariff 

Applicant does not propose any changes in its presently 
effective tariff by reason of the construction or abandon¬ 
ment sought herein, and hereby incorporates its F.P.C. 

Gas Tariff, Second Revised Volume No. 1 and Original 
Volume No. 2, by reference to the official files of the 
Commission. No material change in Applicant’s average 
cost of service will result from the abandonment and con¬ 
struction sought herein. This is demonstrated by Exhibit 
P filed herewith in the form of two schedules: Schedule 1 
is a cost of service study assuming that the authorization 
sought herein is not granted, and Schedule 2 is a cost of 
service study assuming that the authorization and permis¬ 
sion sought herein are granted. 

Exhibit 

X-l - Property, Plant, and Equipment . 

A statement of the property, plant and equipment of Texas 
Eastern Transmission Corporation is filed herewith in the 
form of two schedules: Schedule 1 reflects the estimated 
retirements and additions assuming that the authorization 
sought herein is not granted, and Schedule 2 reflects esti¬ 
mated retirements and additions assuming that the authori¬ 
zation and permission sought herein are granted. 

Exhibit 

X-2 - System Gas Balance 

Exhibit X-2 being a complete system gas balance for 
Texas Eastern Transmission Corporation for the years 19ST- 
1959, is filed herewith in the form of two schedules: 

Schedule 1 assumes the authorization sought herein is not 
granted, and Schedule 2 assumes that the authorization and 


134 


permission sought herein are granted. 

WHEREFORE, Applicant respectfully requests that the Commission 
issue a Certificate of Public Convenience and Necessity authorizing the con¬ 
struction and operation of the facilities hereinabove described, and that it 
issue its order permitting and approving the abandonment and retirement 
from natural gas service of the facilities hereinabove described upon com¬ 
pletion of construction and commencement of operation of the said new fa¬ 
cilities . 

Respectfully submitted, 

TEXAS EASTERN TRANSMISSION 

CORPORATION 


By 

3726 Attorneys for Applicant: 

Charles I. Francis, General Counsel 
Mellie Esperson Building 
Houston, Texas 


/s/ Walter E. Caine 
Vice President 


Charles I. Thompson 
Ballard, Spahr, Andrews and Ingersoll 
1035 Land Title Building 
Philadelphia 10, Pennsylvania 

R. Clyde Hargrove 
Elmon W Holmes 

Hargrove Guyton, Van Hook and Hargrove 
867 Texas Eastern Building 
Shreveport, Louisiana 


Keith M. Pyburn 

Texas Eastern Transmission Corporation 
Suite 510 

1001 Connecticut Avenue, N.W. 
Washington, D. C. 


Frank J. Peragine 
Sterling W. Steves 

Texas Eastern Transmission Corporation 
Texas Eastern Building 
Shreveport, Louisiana 


3727 STATE OF LOUISIANA, 
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PARISH OF CADDO. 

Walter E Caine, being duly sworn, deposes and says that he is 
Vice President of Texas Eastern Transmission Corporation, that he is 
authorized to execute this affidavit, that he has read the above and fore¬ 
going application for Certificate of Public Convenience and Necessity 
and for permission and approval to abandon facilities, and that the 
allegations of fact contained therein are true and correct to the best of 
his knowledge, information and belief. 

/s/ Walter E. Caine 

SWORN TO AND SUBSCRIBED BEFORE ME, a Notary Public in 
and for Caddo Parish, Louisiana, this 19th day of July, 1954. 

/s/ Elmon W. Holmes 

NOTARY PUBLIC in and for 
Caddo Parish, Louisiana. 


My Commission is for life. 
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3885 BEFORE THE [Received July 30, 1954 F. P. C. ] 

FEDERAL POWER COMMISSION 
UNITED STATES OF AMERICA 

In the Matter of ) 

) Docket No. G-2503 

TEXAS EASTERN TRANSMISSION CORPORATION ) 

FIRST SUPPLEMENT TO A PPUCATION OF 
TEXAS EASTERN TRANSMISSION CORPORATION 

Now comes Texas Eastern Transmission Corporation, Applicant 
herein, and supplements its original Application, as follows: 

I. 

Applicant deletes page 18 of its original application and herewith 
files in lieu thereof page 18-Revised and page 18-A. 

WHEREFORE, Applicant, Texas Eastern Transmission Corporation, 
prays that page 18 of its original application be deleted and that page 18 
Revised and 18-A, herewith filed, be substituted in lieu thereof. 

Applicant further reiterates the prayer of its original application. 

Respectfully submitted, 

TEXAS EASTERN TRANSMISSION 
CORPORATION 

s/ R. Clyde Hargrove 

By_ 

R. Clyde Hargrove 
Attorney 
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ATTORNEYS FOR APPLICANT: 


Charles L Francis, General Counsel 
Mellie Esperson Building 
Houston, Texas 

Charles L Thompson 
Ballard, Spahr, Andrews and Ingersoll 
1035 Land Title Building 
Philadelphia 10, Pennsylvania 

R. Clyde Hargrove 
Elmon W. Holmes 

Hargrove, Guyton, Van Hook and Hargrove 
867 Texas Eastern Building 
Shreveport, Louisiana 

Keith M. Pyburn 

Texas Eastern Transmission Corporation 
Suite 510 

1001 Connecticut Avenue, N. W. 
Washington, D. C. 

Frank J. Peragine 
Sterling Wo Steves 

Texas Eastern Transmission Corporation 
Texas Eastern Building 
Shreveport, Louisiana 
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CITY OF WASHINGTON ) sg 
DISTRICT OF COLUMBIA ) 

R. Clyde Hargrove, being first duly sworn, states that he is Attorney 
of Texas Eastern Transmission Corporation; that he is authorized to execute 
this affidavit; that he has read the above and foregoing First Supplement 
to Application and is familiar with the content s thereof; that all allegations 
of fact therein contained are true and correct to the best of his knowledge 
and belief. 


/s/ R. Clyde Hargrove 


R. Clyde Hargrove 


Sworn to and subscribed before me this 30th day of July, 1954. 


/s/ Lee S. Sherline 


Lee S. Sherline 
Notary Public 
My Commission expires: 


(SEAL) 

Nov. 14, 1958 
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3888 (6) No facilities other than those covered by this application are neces¬ 

sary to provide service in the communities served and to be served 
by Applicant. 

(7) Applicant has made no market survey within the past three years 
other than Exhibit X-2, if the same be considered a market sur¬ 
vey. 

(8) Omitted, since Applicant proposes no new sales or services 
herein. 

(9) Omitted, since Applicant has no affiliates marketing gas indepen¬ 
dently of Applicant. 

Exhibit J- Conversion to Natural Gas 

Omitted, since no conversion to natural gas is proposed by this 
application. 

Exhibit K- Cost of Facilities 

Exhibit K is filed herewith. 

Exhibit L- Financing 

Applicant has not yet formulated definitive plans for raising the 
approximately $72, 000, 000. 00 of new capital required for the 
construction of the facilities herein proposed to be constructed. 
However, it is Applicant’s general plan to borrow so much of 
said amount through the issuance of debt securities as lending 
agencies are willing to lend, or underwriters are willing to 
underwrite, and as is compatible with Applicant’s capital struc¬ 
ture. Applicant proposes to raise the balance of the funds not 
procured through the issuance of such debt securities by the 
sale of equity securities, the exact nature and amount of which has 
not yet been determined. 

(1) Exhibit L (1) is filed herewith. 

(2) Applicant has not yet finally determined the manner in which it will 
dispose of the securities necessary to be sold to finance the con¬ 
struction herein proposed, and does not know the persons to whom 
such securities will be sold or issued. 

(3) Omitted for the same reasons set forth under (2) above. 
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(4) Omitted for the same reasons set forth under (2) above. 

(5) Omitted, since Applicant has not yet determined the nature and 
amount of either the debt or equity securities to be sold and 
will not know whether or not consents from holders of present 
securities will be necessary until those determinations have 
been made. 

(6) Exhibit L (6) is filed herewith in the form of two schedules: 
Schedule 1 being a cash flow statement assuming that the author¬ 
ization sought herein is not granted, and Schedule 2 being a cash 
flow statement assuming that the authorization and permission 
sought herein are granted. 

(7) Exhibit L (7) is filed herewith. 
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UNITED STATES OF AMERICA 
FEDERAL POWER COMMISSION 


In the Matter 


[Received August 30, 1954 F. P. C. ] 


of 

TEXAS EASTERN TRANSMISSION CORPORATION 


Docket No. 
G-2503 


JOINT PETITION OF RIVER COMPANY, INC., 

CHOTIN TOWING CORPORATION, AND GREEN - 
VTLLE TOWING COMPANY, INC. FOR LEAVE TO INTER¬ 
VENE 

Your petitioners River Company, Inc., Chotin Towing Corporation 
and Greenville Towing Company, Inc., hereby respectfully represent that they 
have a common and substantial interest in the matters under consideration 
in the above-entitled proceeding and hereby apply for permission to inter¬ 
vene in, and be made parties to, the above-entitled proceedings, and in sup¬ 
port of such application, Petitioners allege as follows: 

1. Petitioner River Company, Inc., is a corporation organized under 
the laws of the State of Delaware with its principal office at New Orleans, 
Louisiana. 

2. Plaintiff Chotin Towing Corporation is a corporation organized 
under the laws of the State of Louisiana with its principal office at New 
Orleans, Louisiana. 

3. Petitioner Greenville Towing Company, Inc., is a corporation or¬ 
ganized under the laws of the State of Mississippi, with its principal office 
at Greenville, Mississippi. 

3921 4. The name, title and mailing address of the person to whom corres¬ 

pondence and communications concerning this proceeding should be address 
is: 

Harold Leventhal, Attorney 
Ginsburg, Leventhal and Brown 
1632 K Street, N. W. 

Washington 6, D. C. 


Copies should be sent to: 

River Company, Inc. 

Attention: Harry Jordan 
Lee Circle Building 
New Orleans, Louisiana 

Chotin Towing Corporation 
Pan American Life Building 
Attention: Captain Joseph Chotin 
New Orleans, Louisiana 

Greenville Towing Company, Inc. 

Attention: Jesse Brent 
Greenville, Mississippi 

5. (a) Petitioners are barge operators. Petitioners, together with 

other barge operators, are now engaged in the business of transporting by 
tow boats and tank barges, an average of approximately 100,000 barrels 
per day of clean petroleum products from the Texas-Louisiana-Arkansas 
refinery area to the middle and upper Mississippi and Ohio River Valleys. 

(b) The term M clean petroleum products’ 1 means gasolines, kero¬ 
senes, naphthas, diesel oils, natural gasolines and distillate fuel oils. 

(c) The term "Texas-Louisiana^Arkansas refinery area" means 
a geographical area embracing Southeastern Texas, Southern and Northern 
Louisiana, Northeastern and Eastern Texas and Southern Arkansas. 

3922 (d) In performing that transportation, petitioners and other barge 

operators receive products on the Gulf of Mexico and the lower Mississippi 
River, from Helena, Arkansas, south, for hauls to three groups of desti¬ 
nations: 

(i) Middle Mississippi River Valley: ports on the Missis¬ 
sippi River, and its tributaries, south of Cairo, Illinois (which is the junc¬ 
tion of the Mississippi and Ohio Rivers) and north of Helena, Arkansas. 

(ii) Upper Mississippi River Valley: ports on the Missis¬ 
sippi River, and its tributaries, other than the Ohio River, including Cairo, 
Illinois and north. 

(iii) Ohio River Valley: ports on the Ohio River and its 

tributaries. 
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(e) Each of the petitioners carries substantial amounts of 
clean petroleum products in the foregoing transportation movements. To¬ 
gether the petitioners account at the present time for approximately 25,000 bar¬ 
rels a day in such transportation. 

6. Texas Eastern filed an application on July 26, 1954, with the Fed¬ 
eral Power Commission, pursuant to Section 7 of the Natural Gas A ct, for 
a certificate of public convenience and necessity authorizing the construc¬ 
tion and operation of certain natural gas pipe line facilities and for an order 
authorizing the retirement of the Little Inch facilities from gas service and 
conversion to the transportation of petroleum products. The proposed facil¬ 
ities to be constructed are proposed to be utilized to perform the natural 
gas service now rendered by means of the facilities to be retired. 

3923 7. More specifically, Applicant sets forth in its Application and in 

support of its Application that it proposes, by the construction of the 24- 
inch South Louisiana line of approximately 382 miles, from Beaumont, 

Texas to Kosciusko, Mississippi, and certain other facilities, to replace 
the TT Little Inch”, a term used herein for convenience to refer to that part 
of the original Little Inch line from Baytown-Beaumont refinery area to 
Moundsville, West Virgina, and to operate said Little Inch line as a petro¬ 
leum products pipe line; that Applicant has made an exhaustive survey of 
the markets for petroleum products and present methods of transportation 
in the areas traversed by the line and concludes that the service will be 
in the public interest; that Applicant proposes to operate at transportation 
rates which will provide a reasonable return to it and provide service in 
marketing centers at a cost to shippers which will be competitive with and 
lower than the transportation rates charged by existing forms of trans¬ 
portation; that the line would be ready in time of war, if called upon for 
reconversion under the Governments dormant estate, without delay or 
the consumption of then critical materials, and without loss of gas service 
which might otherwise be suffered by Applicant’s customers due to sudden 
conversion during an emergency period. 
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8. Petitioners understand and believe that the converted Little Inch 
pipeline will be capable of transporting 235, 000 barrels of clean petroleum 
products per day, and that Texas Eastern is proposing to convert the 
Little Inch to petroleum products with the specific and deliberate purpose 
and intent of making the Little Inch the means of transportation of the great 
bulk of clean petroleum products moving from the Texas - Louisiana-Arkansas 
refinery area to the middle Mississippi and Ohio River Valleys, denying access 
by petitioners and other barge operators to the market for that transporta¬ 
tion. 

3924 9. Petitioners allege that they would be substantially and directly af¬ 

fected and injured by the proposal of Texas Eastern as set forth in its Ap¬ 
plication. 

10. On May 21, 1954, petitioners herein filed a complaint in the 
United States District Court for the Southern District of New York (Civil 
No. 93/209) against Texas Eastern Transmission Corporation (Texas Eas¬ 
tern); Texas Eastern Production Corporation, a subsidiary of Texas Eastern; 
Triangle Pipeline Company, a subsidiary of Texas Eastern Production Corpo¬ 
ration; and Triangle Refineries, Inc., which is affiliated with Texas Eastern 
by common officer and director. A copy of this complaint is attached hereto 
as Exhibit 1, and is incorporated herein by reference. Such complaint is 
made a part hereof as fully and to the same effect as if set forth at large 
herein, and all allegations in said complaint are herein repeated. 

11. Texas Eastern's entire proposal comprehends as an indispen¬ 
sable element, and as its principal objective, the operation of the Little 
Inch as a petroleum products pipe line, with such purpose and intent, and 

in such manner, as to make such proposal of Texas Eastern unlawful, under 
the anti-trust laws, i. e. the Sherman Act and the Clayton Act, as constitut¬ 
ing— 

(a) An attempt to monopolize, and to establish a monopoly of, 
t he transportation markets set forth below in (b), and the establishment 
therein of contracts and combinations in restraint of trade, designed, in¬ 
tended and having the necessary effect of foreclosing petitioners and 
other barge operators from, and denying them competitive access to, a 
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a substantial part of the markets for such transportation; and substantially 
3925 lessening competition in the petroleum and petroleum products transpor¬ 
tation industries. 

(b) The transportation markets which would be monopolized, 
and would be subject to such contracts and combinations in restraint of 
trade, consist of (i) the transportation of clean petroleum products from 
the Texas-Louisiana-Arkansas refinery area to the middle Mississippi and 
Ohio River Valleys, and (ii) the transportation of clean petroleum products 
from each of three terminals (Arkansas City, Arkansas terminal of Tri¬ 
angle Pipeline Co.; Helena, Arkansas terminal of Project 5 pipeline; 

West Memphis, Arkansas terminal of Oklahoma-Mississippi River Prod¬ 
ucts Pipeline) to destinations on the Mississippi and Ohio Rivers and con¬ 
necting waterways. 

12. Consummation of Texas Easterns proposal would deprive peti¬ 
tioners and other contract barge operators of the great bulk of their busi¬ 
ness of transporting clean petroleum products; would seriously injure the 
petitioners and other contract barge operators; would substantially reduce, 
and if successful would destroy their tank barge business, and would gravely 
impair the entire tank barge fleet on the western rivers, which constitutes 
a vitally important part of the national transportation system and a national 
defense asset of major significance. This tank barge fleet operating on the 
Mississippi and Ohio Rivers consists in principal part of equipment specially 
designed for use on these broad rivers* namely, high-powered tow boats, 
pushing several barges in an integrated tow with capacity ranging from 
50, 000 to 125, 000 barrels, often exceeding 1000 feet in length. This equip¬ 
ment cannot be used except on inland waterways, and cannot be economically 
used on any United States inland waterways except the Mississippi and Ohio 
River systems where, as a result of navigation improvements, assured chan¬ 
nel depths and adequate locks are available. 

3926 13. Further, the proposal of Texas Eastern, and the operation of the 

Little Inch as a petroleum products pipeline, would not serve or fill any need 
in the petroleum industry (including petroleum transportation), but would 
rather wastefully duplicate and dislocate existing transportation and refinery 
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facilities in the petroleum industry; would particularly injure independent 
marketers and refiners, tending substantially to lessen competition in 
the petroleum industry; and would tend to discourage the trend of con¬ 
struction of refinery facilities in the interior areas, particularly by in¬ 
dependent companies, in close proximity to markets, and would intensify 
the concentration of refinery facilities in the Gulf Coast Area, where there 
is already a heavy concentration of refinery facilities, vulnerable to enemy 
action, all contrary to the interest of the national defense in dispersal of 
essential industry. 

14. Petitioners further deny and contest material allegations and 
conclusions in the Application, and Petitioners, denying Texas Eastern 1 s 
allegations and contentions to the contrary, assert-- 

(a) That retention of the Littlelnch in gas service would not be 
inconsistent with effective expansion of the Little Inch and Big Inch System. 

(b) That the retirement of the Little Inch from gas service is 
neither necessary in order to eliminate an alleged system bottleneck be¬ 
tween Castor, Louisiana, and Little Rock, Arkansas, nor the most effi¬ 
cient and prudent means of achieving such purpose. 

3927 (c) That construction of the proposed South Louisiana line would 

not provide markets for any significant amount of gas supplies not presently 
served by or readily available to pipeline markets, and would represent a 
substantial expansion of facilities not necessary or desirable to achieve 
such purpose. 

(d) That upon completion of the proposed facilities Texas Eas¬ 
tern’s system will not have increased flexibility, taking into account all the 
elements of flexibility of gas service; will have reduced pipeline sources of 
gas supply available to substantial numbers of consumers; and will not be 
subject to further increase in capacity without increase in the average cost 
of service. 

(e) That Texas Eastern’s operation of Little Inch as a petroleum 
products pipeline, taking into account the market available and the rates 
proposed, would not yield the income on the Little Inch as a petroleum 
products pipeline indicated by Texas Eastern in its Application. 
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To the contrary, it would constitute a project gravely deficient in terms 
of financial and economic feasibility; would launch Texas Eastern into a 
new, highly speculative venture, substantially different from and unrelated 
to the stable natural gas transportation business, and would reduce Texas 
Easterns average rate of return on investment, all to the prejudice of 
Texas Eastern’s security holders and ultimately to the prejudice of Texas 
Eastern’s own financial position and of consumers of its gas service. 

(f) That any savings in the cost of gas service under Texas 
Eastern’s proposal, for which strict proof should be required, would not, 
even in the amounts indicated by the Application, outweigh the detrimental 
consequences of Texas Eastern’s proposal. 

3928 (g) That Texas Eastern’s proposal would not make immediately 

available in time of emergency the Little Inch system for the transportation 
of petroleum products to the East Coast.. 

(h) That Texas Eastern’s proposal would not avoid the problem 
of interference with gas service by virtue of the Government’s dormant 
estate in the Big and Little Inch system,! and that any incremental benefits 
of this type which might flow from Texas Eastern’s proposal, over and 
above those envisaged by alternative Government plans, are more than 
balanced by the detrimental consequences of Texas Eastern’s proposal. 

15. Texas Eastern proposes to carry in its Little Inch facilities 
clean petroleum products which are competitive with natural gas — par¬ 
ticularly #2 fuel oil, used principally for space heating, Diesel oil, used 
principally for power, and kerosene, used for space heating and kitchen 
range fuel. 

(a) Under Texas Eastern’s proposal, it would be engaged in 
two different businesses which would be in competition with each other, 
and which would each be affected by and dependent upon sales of and mar¬ 
kets for competitive products in the same market areas, along the route 
of the Inch systems. Texas Eastern’s proposal would result in conflicts 
of interest, assuming both businesses are aggressively and efficiently 
managed by Texas Eastern. Approval of a proposal having this effect 
would be contrary to the public interest and to section 7 of the Natural Gas 
Act. 
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(b) Petitioners and other contract tank barge operators are 
carrying clean petroleum products in the Mississippi and Ohio River 
Valleys, and are serving the same markets as those served by the great 
bulk of the Inch systems of Texas Eastern, west of Connellsville, Pennsyl¬ 
vania, both in terms of the numerous communities and market areas in¬ 
volved and in terms of the same or competing uses of the commodities in¬ 
volved. They would be affected, as competitors, by each and both of 
Texas Eastern’s businesses, including specifically, but not exclusively, such 
3929 present and future increases in capacity and operations of each or both of 
these businesses as may be contemplated or facilitated by Texas Eastern’s 
entire proposal. 

16. Petitioners allege and aver that Texas Eastern has not approached 
any problems it may have in regard to the efficient rendition of natural gas 
service in compliance with its obligation as a common carrier and public 
utility to devise and propose the most efficient and prudent means of ren¬ 
dering that service, but has rather been eager to seek alleged profits 

in the speculative petroleum products transportation field and has shaped 
its natural gas pipeline proposals in order to achieve that objective, i. e., 
offering those extensions desirable in its opinion to support its request for 
Commission approval of its proposed conversion of the Little Inch to a 
products line. The entire proposal in Texas Eastern’s application is part 
and parcel of, and in furtherance of, its plan for operation of the products 
pipeline, and constitutes a program directly affecting petitioners and other 
contract tank barge operators and infected with illegality in its contravention 
of the anti-trust laws. 

17. In view of the foregoing, petitioners assert that the Federal Power 
Commission cannot, consistently with section 7 of the Natural Gas Act, make 

a finding or reach a conclusion that the proposal of Texas Eastern, or issuance 
of the orders requested in the Application, is necessary or desirable in the 
public interest, or consistent with present or future public convenience or 
necessity. 
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18. This matter is a complex one. Petitioners have set forth 
herein the principal objections which appear in the light of the facts set 

3930 forth in the Application, and reserve and request the right to pre¬ 
sent further information and objections as may develop in the proceeding, 
in the light of the evidence submitted by Applicant and other parties, and 
to be heard on said Application, upon the alleged public convenience and 
necessity, and upon the detailed issues raised by the Application. 

19. Your petitioners submit this petition pursuant to section 15(a) 
of the Natural Gas Act as competitors, as parties who have a direct and 
substantial common interest in the above-entitled proceeding which will 
be directly affected and which is not adequately represented by existing 
parties, and as parties whose participation in this proceeding is in the 
public interest. 

WHEREFORE, your petitioners respectfully pray that they be per¬ 
mitted to intervene in the above-entitled proceeding and be made parties 
thereto with the right to have notice of and appear at all hearings; to 
produce and cross-examine witnesses and to be heard by counsel or 
other representative upon brief and oral argument, if oral argument is 
granted. 


Respectfully submitted, 


RIVER COMPANY, INC., 

CHOTIN TOWING CORPORATION, and 
GREENVILLE TOWING COMPANY, INC. 


/s/ Harold Leventhal _ 

Harold Leventhal, their attorney 
1632 K Street, N. W. 

Washington 6, D. C. 

Dated at Washington, D. C., August 27, 1954. 

Of Counsel: 

Ginsburg, Leventhal and Brown 
1632 K Street, N. W. 

Washington 6, D. C. 



3931 UNITED STATES OF AMERICA j 

) SS: 

DISTRICT OF COLUMBIA ) 

Harold Leventhal, being first duly sworn according to law, deposes 
and says that he is attorney for the petitioners herein, that he is authorized 
on behalf of said petitioners to make this verification, and does so in their 
behalf because the time required in order to prepare this petition, involv¬ 
ing difficult and complex issues, together with delays incident to securing 
multiple verifications by officers of petitioners, located in different 
cities and remote from their attorney, made it impracticable to assure 
verification by such officers and return within the prescribed period; that 
he has read the foregoing petition and is familiar with the contents thereof 
and that all averments of fact therein contained are true to the best of his 
knowledge, information and belief. 

/s/ Harold Leventhal _ 

Harold Leventhal 

Sworn to before me and subscribed to in my presence by the said 
Harold Leventhal, this 27th day of August, 1954. 

/s/ Lucille M. Binus _ 

Notary Public, D. C. 

My Commission Expires July 31, 1959 
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BEFORE THE 

3984 FEDERAL POWER COMMISSION 

UNITED STATES OF AMERICA 

IN THE MATTER OF ) 

) Docket No. G-2503 

TEXAS EASTERN TRANSMISSION CORPORATION) 

Answer of Texas Eastern Transmission 
Corporation to the Joint Petition of 
River Company, Inc., Chotin Towing 
Corporation, and Greenville Towing 
Company, Inc, for Leave to Intervene 

Now comes Texas Eastern Transmission Corporation (Texas 
Eastern), Applicant herein, and in answer to each numbered paragraph of 
the petition for leave to intervene by River Company, Inc., Chotin Towing 
Corporation, and Greenville Towing Company, Inc. (Petitioners) in the 
above mentioned docket states as follows: 

I. 

Admitted. 

n. 

Admitted. 

HI. 

Admitted. 

IV. 

No allegation is made and no answer is required. 

V. 

Texas Eastern is without knowledge or information sufficient to 
form a belief as to the truth of the allegation made in Paragraph 5(a) and 
therefore denies it. Paragraphs 5(b) and 5(c) are a definition of terms 

3985 which are not allegations and therefore no answers are required 
thereto. In response to Paragraphs 5(d) and 5(e), Texas Eastern admits 
that Petitioners and other barge operators receive products at the places 
stated for hauls to destinations on the Mississippi and Ohio Rivers. Texas 
Eastern is without knowledge or belief as to the truth of the remaining 


averments of Paragraphs 5(d) and 5(e) and therefore denies the same. 

VI and VII. 

The application of July 26, 1954 is on file with the Federal Power 
Commission and speaks for itself. 

vm. 

Texas Eastern denies the allegation made in Paragraph 8, except 
that it admits that the converted ’’Little Inch” pipeline will be capable of 
transporting approximately 235, 000 barrels of products per day. 

IX. 

Denied. 

X. 

Texas Eastern admits the filing of the complaint referred to, attaches 
hereto as Exhibit A a copy of the answer which it filed thereto and reiter¬ 
ates all of the denials, qualifications and averments of said answer. Said 
cause of action has been transferred by the United States District Court 
for the Southern District of New York to the United States District Court 
for the Western District of Louisiana. 

XI, xn, xm and XV. 

The allegations made in Paragraphs 11, 12, 13 and 15 are mere con¬ 
clusions of Petitioners and not statements of fact, and are denied, except 
to the extent admitted in the answer hereto attached as Exhibit ”A” 

3986 XIV. 

Denied. 

XVI. 

Denied. 

xvn. 

Texas Eastern denies that the granting of a Certificate of Public 
Convenience and Necessity as prayed for in its Application would not be in 
the public interest and consistent with public convenience and necessity. 

xvm. 

Texas Eastern admits that the problem is a complex one, but denies 
that Petitioners have any right to participate in these proceedings. 
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XIX. 

Texas Eastern denies the allegation that Petitioners are competi¬ 
tors within the meaning of Section 15(a) of the Natural Gas Act, and denies 
that they are or could be aggrieved parties within the meaning of the Natur¬ 
al Gas Act. 

XX. 

For further answer, Texas Eastern states Petitioners are not inter¬ 
ested parties, and are not entitled to participate in these proceedings 
under the provisions of Section 15(a) of the Natural Gas Act [52 Stat. 829 
(1938); 15 U. S. C. 717n (1946)]. The Commission and the Natural Gas Act 
are concerned solely with the regulation of the transportation and sale of 
natural gas in interstate and foreign commerce, and with the protection of 
consumers, producers and transporters of natural gas and those who pur¬ 
chase their securities. (Section 1(a) of the Natural Gas Act.) In short, 
it is the function of the Commission, under the Natural Gas Act, to de- 
3987 termine whether the application in this docket is in the public interest, 

insofar as Applicant’s natural gas service is concerned. If the Commission 
finds that the proposed abandonment and construction will enable Appli¬ 
cant to render an improved natural gas service , the application must be 
granted as prayed for, without regard to any issues posed by the operation 
of the abandoned facilities for the transportation of petroleum products . 
(Section 7(e) of the Natural Gas Act.) If the Commission should make an 
issue of the petroleum products operation, it will not only overstep the 
limits of its own jurisdiction, but will invade the jurisdiction of the Inter¬ 
state Commission, which has been charged by Congress with the exclusive 
authority to regulate the interstate transportation of petroleum products 
by pipeline. 

The above points are made because examination of the Petitioners’ 
petition to intervene indicates clearly that they are not concerned with, 
nor do they object to, the application insofar as Applicant’s natural gas 
service is concerned. The point of conflict arises only over Applicant’s 
proposal to operate a petroleum products pipeline. This point can be 


clearly illustrated by pointing out that, if Applicant had proposed, after 
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abandonment of the facilities sought to be abandoned, merely to salvage 
and sell those facilities, these Petitioners would not have and could not 
have asserted any interest in these proceedings. It is not the fact of 
abandonment which causes these Petitioners to contest these proceedings; 
it is the use to which the facilities are proposed to be put after abandon¬ 
ment. Yet, once the facilities are abandoned and retired from gas ser¬ 
vice, the Commission has no jurisdiction whatsoever over those facilities 
or the disposition of them by the Applicant. Similarly, it may be pointed 
out that if Applicant had elected to build an entirely new products pipe- 
3988 line, no application to this Commission would have been necessary 
and these Petitioners obviously would have had no recourse to this Commis¬ 
sion. 

Section 15(a) of the Natural Gas Act states that the Commission 
’’may permit as a party any interested State, State commission, munici¬ 
pality or representative of interested consumers or security holders, or 
any competitor of a party to such proceeding, or any other person whose 
participation in the proceeding may be in the public interest. ” The pe¬ 
tition does not describe Petitioners as a State, State commission or repre¬ 
sentative of interested consumers or security holders. The only two 
categories under which they attempt to qualify are as competitors or a 
person whose participation may be in the public interest. Insofar as the 
competitive category is concerned, these Petitioners clearly are not com¬ 
petitors of Applicant’s natural gas service , which is the only service of 
Applicant subject to the jurisdiction of this Commission. Indeed, even if 
they should assert themselves to be competitors of the natural gas service, 
this would not permit them to participate in this proceeding for Applicant 
proposes no new natural gas service and Applicant’s existing authorizations 
for natural gas service are not open to question or attack by Petitioners 
in this proceeding. Nor are Petitioners a party whose participation may be 
in the public interest, for the only issues which they wish to raise, and 
which, in light of their petition, they can raise, are issues relating to the 
transportation of petroleum products . Such participation will serve only 
to prolong the proceedings unnecessarily, and to inject into the record 
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of those proceedings a mass of irrelevant and immaterial data pertaining 
to matters not within this Commissions jurisdiction, thereby imposing an 
even greater burden and work load on Applicant, the Examiner, and the 
3989 Commission and its staff. This Commission should not permit Pe¬ 
titioners to interfere with the discharge of its duties in the regulation of 
natural gas service, and should deny the petition to intervene. 

WHEREFORE, Texas Eastern Transmission Corporation prays that 
the joint petition to intervene of River Company, Inc., Chotin Towing 
Corporation, and Greenville Towing Company, Inc. be denied. 

Respectfully submitted, 

TEXAS EASTERN TRANSMISSION 
CORPORATION 


By 

ATTORNEYS FOR APPLICANT: 


/s/ Keith M. Pyburn 
Attorney 


Charles I. Francis, General Counsel 
Mellie Esperson Building 
Houston, Texas 

Charles I. Thompson 
Ballard, Spahr, Andrews and Ingersoll 
1035 Land Title Building 
Philadelphia 10, Pennsylvania 

R. Clyde Hargrove 
Elmon W. Holmes 

Hargrove, Guyton, Van Hook and Hargrove 
867 Texas Eastern Building 
Shreveport, Louisiana 

Keith M. Pyburn 

Texas Eastern Transmission Corporation 
Suite 852 

425 Thirteenth Street, N. W. 

Washington 4, D. C. 

Frank J. Peragine 
Sterling W. Steves 

Texas Eastern Transmission Corporation 
Texas Eastern Building 
Shreveport, Louisiana 


3990 


VERIFICATION 


City of Washington ) 

) ss 

District of Columbia) 


KEITH M. PYBURN, being first duly sworn, states that he is an 
attorney for Texas Eastern Transmission Corporation; that he is auth¬ 
orized to execute this affidavit; that he has read the above and foregoing 
Answer to the Joint Petition of River Company, Inc., Chotin Towing 
Corporation, and Greenville Towing Company, Inc. for Leave to Inter¬ 
vene and is familiar with the contents thereof, and that all allegations and 
facts contained therein are true and correct to the best of his knowledge, 
information and belief. 

/s/ Keith M. Pyburn 


SWORN TO AND SUBSCRIBED before me, Notary, this 20th day 
of September, 1954. 


/s/ Virginia Bowman 
Notary Public, D. C. 


My Commission expires: January 31, 1958 


3991 
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Texas Eastern Transmission Corporation 

FPC Docket No. 2503 

Answer to Petition to Intervene by 

River Company, et al 

Exhibit No. A 

UNITED STATES DISTRICT COURT 
SOUTHERN DISTRICT OF NEW YORK 


RIVER COMPANY, INC., CHOTIN TOWING ! 

CORPORATION, and GREENVILLE TOWING ; 

COMPANY, Inc., ; CIVIL No. 93/209 

Plaintiffs, | 

- against - [ 

TEXAS EASTERN TRANSMISSION CORPORATION : ANSWER 

TEXAS EASTERN PRODUCTION CORPORATION, : 

TRIANGLE PIPELINE COMPANY and TRIANGLE : 

REFINERY, INC., : 

Defendants. : 


Texas Eastern Transmission Corporation, one of the defendants 
in the above-entitled action, hereinafter referred to as Texas Eastern 
makes the following answer to the Complaint: 

FIRST DEFENSE 

The Complaint does not state a cause of action against Texsis 
Eastern. 

SECOND DEFENSE 

Answering the numbered paragraphs of the Complaint: 

1. Texas Eastern denies that the plaintiffs have any cause of ac¬ 
tion against it under the Sherman or Clayton Acts. 

2. Admitted. 

) 

3. Admitted. 

4. Admitted. 

5. Admitted. 

6. Admitted, except that the principal office of Production is in 
Houston, Texas. 

3992 7. Admitted that Triangle is a Delaware Corporation. Denied that 

Triangle's principal office is at Corpus Christi, Texas. On the contrary, 
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Texas Eastern avers Triangle has no office at Corpus Christi, Texas and 
that its principal office is at Shreveport, Louisiana. 

8. No averment of fact is made and no answer is required. 

9. No averment of fact is made and no answer is required. 

10. Admitted. 

11. The first sentence is admitted. Texas Eastern is without know¬ 
ledge or information sufficient to form a belief as to the truth of the aver¬ 
ments in the second sentence. The third sentence is wholly denied with 
respect to defendants other than Texas Eastern and is denied except as 
hereinafter specifically set forth by Texas Eastern. Texas Eastern pro¬ 
poses, subject to all necessary prior governmental approvals to withdraw 
a portion of its facilities now in natural gas service from such service 
and thereafter to operate the same as a common carrier petroleum pro¬ 
ducts pipeline subject to the Interstate Commerce Commission as provided 
in the Act to Regulate Commerce of February 4, 1887, as amended. 

12. Admitted that plaintiffs and other barge operators receive 
products at the places stated for hauls to destinations which can be served 
by barge. Texas Eastern is without knowledge or information sufficient 
to form a belief as to the truth of the averments that plaintiffs haul pro¬ 
ducts to the destinations described in Paragraph 12. 

13. Texas Eastern is without knowledge or information sufficient 
to form a belief as to the truth of the averments of Paragraph 13. 

3993 14. Admitted with the qualifications that prior to the purchase of the 

Little Big Inch from the United States Government, the said pipeline had 
been utilized for the transportation of petroleum products; that a specific 
condition of the sale of the facility to Texas Eastern was a National Security 
Provision pursuant to which the Government retained a dormant estate and 
right of recapture exercisable if within twenty years a national emergency 
should require a reconversion of the pipeline to the transportation of 
petroleum products; that said National Security Provision requires Texas 
Eastern to maintain and keep the said pipeline serviceable for petroleum 
products; that all contracts entered into by Texas Eastern for the rendi¬ 
tion of natural gas service by means of said pipeline are e^qpressly subject 
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to said National Security Provision. 

15. Denied except as hereinafter expressly stated. Texas Eastern 
avers that the Little Big Inch Pipeline is a natural gas facility subject to 
the jurisdiction of the Federal Power Commission and Texas Eastern 
renders natural gas service by means of such facility; that such service 
may not be abandoned by Texas Eastern and the facility may not be with¬ 
drawn from natural gas service without the permission and approval of 
the Federal Power Commission first had and obtained, after due hearing, 
and until the Commission has made a finding that the present or future 
public convenience or necessity permits such abandonment; that Texas 
Eastern proposes to file an application with the Federal Power Commis¬ 
sion pursuant to the applicable provisions of the Natural Gas Act, for a 
certificate of public convenience and necessity authorizing it to construct 
and operate additional natural gas facilities to render, inter alia, the 

3994 service now rendered by means of the segment of the Little Big Inch 
Pipeline between Beaumont, Texas and Moundsville, West Virginia; and 
upon completion and commencement of operations of the said substitute 
facilities, for a finding by the Commission that the present and future 
public convenience and necessity permit the withdrawal of said segment 
of the Little Big Inch from natural gas service. As heretofore averred, 
if such certificate and finding are issued and entered, Texas Eastern pro¬ 
poses to reconvert said facility to the purpose for which it was constructed 
and for which Texas Eastern is required by the National Security Provision 
to hold the pipeline in readiness, i. e., the transportation of petroleum 
products. 

16. Denied, except as hereinafter expressly stated. It is admitted 
that the cities mentioned in the first sentence are points at which tenders 
for transportation might be made by shippers through the facilities if they 
are reconverted to the transportation of petroleum products. The opera¬ 
tion of a common carrier pipeline will of necessity involve terminal points 
along the system including Cape Girardeau and Moundsville. Pursuant 

to statutory provisions requiring common carriers to render adequate 
service, Texas Eastern proposes to establish such other terminal points 
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as are reasonably required by shippers. 

17. Denied except as hereinafter expressly stated. It is possible 
that the lateral lines referred to in Paragraph 17 may at some future time 
be proposed by Texas Eastern but no such laterals are now under con¬ 
templation . 

18. Denied as averred. Admitted that Texas Eastern proposes to 
construct a lateral from the reconverted pipeline to some point in or near 

3995 Louisville, Kentucky. No decision has been reached with respect 
to the other proposed laterals. 

19. Denied as averred. Texas Eastern proposes to deliver products 
from the reconverted pipeline to terminals to be constructed by third 
parties but no arrangements have been made with any such third parties 
for the construction of terminals and the proposed locations are wholly 
indefinite. 

20. Admitted with the qualification that Triangle is a common 
carrier pipeline subject to the jurisdiction of the Interstate Commerce 
Commission and any interconnection between the two systems would be 
subject to regulation by said Commission. 

21. Admitted. 

22. Denied. 

23. Denied. 

24. Denied. 

25. Denied except as hereinafter expressly stated. Texas Eastern 
proposes to operate a common carrier pipeline subject to the jurisdiction 

of the Interstate Commerce Commission and to comply with all the provisions 
of the Interstate Commerce Act and all other laws and regulations appli¬ 
cable to common carriers. If and when it commences to operate the re¬ 
converted Little Big Inch for petroleum products, it will be obliged by law 
to file tariffs with the Interstate Commerce Commission prescribing 
reasonable and non-discriminatory rates and conditions of service. Texas 
Eastern will then be required by law to accept to the extent of the capacity 
of its facilities, and subject to its tariff provisions, all products tendered 
to it for transportation. 
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3996 26. Texas Eastern repeats the answers made above to Paragraphs 
1 through 25 of the Complaint. 

27. Admitted, except that Texas Eastern is informed that the cor¬ 
rect name of the defendant is Triangle Refineries, Inc. (hereinafter called 
Refineries) and not Triangle Refinery, Inc. as averred in the Complaint. 

28. Admitted, with the qualification that Triangle is a common 
carrier subject to the jurisdiction of and regulated by the Interstate 
Commerce Commission. 

29. Admitted. 

30. Except as hereinafter specifically stated, Texas Eastern is with¬ 
out knowledge or information sufficient to form a belief as to the truth of 
the averments of Paragraph 30. Texas Eastern admits that Triangle trans¬ 
ports a substantial number of barrels per day of products which are ten¬ 
dered to it, as a common carrier, by defendant Refineries and that a con¬ 
siderable portion of such products are transported to Arkansas City for 
trans-shipment by barge to various destinations on the Ohio and Mississippi 
Rivers and connecting waterways. 

31. Denied, except that J. B. Saunders, President of Refineries, 
was recently elected a part-time Vice President of Texas Eastern for the 
purpose of making a survey to assist Texas Eastern in determining whether 
the reconversion of the Little Big Inch would be an economically feasible 
project and for the further purpose of interesting prospective shippers in 
utilizing Texas Eastern’s common carrier facility if the conversion is 
effected. 

3997 32. Denied. 

33. Texas Eastern repeats the answers heretofore made to Para¬ 
graphs 1 through 31 of the Complaint. 

34. Denied. 

35. Denied. 

36. Texas Eastern repeats the answers heretofore made to Para¬ 
graphs 1 through 35 of the Complaint. 

37. Denied. 

38. Texas Eastern repeats the answers heretofore made to 
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Paragraphs 1 through 23 of the Complaint. 

39. The first two sentences are admitted. Texas Eastern is with¬ 
out knowledge or information sufficient to form a belief as to the truth of 
the averments of the third sentence. 

40. Admitted. 

41. Admitted. 

42. Texas Eastern is without knowledge or information sufficient 
to form a belief as to the truth of the averments with respect to the quan¬ 
tities of products transported by the plaintiffs. 

43. Denied. 

44. Denied. 

45. Texas Eastern repeats the answers heretofore made to Para¬ 
graphs 1 through 23 of the Complaint. 

46. Admitted with the qualification that the pipeline referred to 
will be required by law to become a common carrier subject to the jur¬ 
isdiction of and regulation by the Interstate Commerce Commission. 

3998 47. Admitted. 

48. Texas Eastern is without knowledge or information sufficient 
to form a belief as to the truth of the averments of Paragraph 48. 

49. Texas Eastern is without knowledge or information sufficient 
to form a belief as to the truth of the averments of Paragraph 49. 

50. Denied. 

51. Denied. 

THIRD DEFENSE 

Plaintiffs have brought this suit seeking injunctive relief against 
Texas Eastern in respect of matters which are subject to the regulation, 
supervision and jurisdiction of the Interstate Commerce Commission and 
the Court is without jurisdiction of the subject matter of the cause of 
action by reason of Section 16 of the Clayton Act (15 U. S. C. 2). 

FOURTH DEFENSE 

The primary jurisdiction of this controversy has been lodged by 

Congress with the Federal Power Commission and the Interstate Com¬ 
merce Commission. 

FIFTH DEFENSE 

The Court lacks jurisdiction over defendants, Production, Triangle 


and Refineries, none of which are inhabitants of, found in, or transact 
any business in the State of New York or within the Southern District 
3999 of New York. As a consequence the venue of this suit is improper. 
WHEREFORE, Texas Eastern Transmission Corporation prays 
the Court to dismiss the Complaint. 

LORD, DAY & LORD 

By: /s/ Thomas F. Daly 
25 Broadway 
New York, N. Y. 


Of Counsel: 

Charles I. Thompson 
Ballard, Spahr, Andrews & Ingersoll 
1035 Land Title Building 
Philadelphia 10, Pa. 


Date: June 18, 1954 


164 

[Received Sep. 22, 1954, F. P. C. ] 

UNITED STATES OF AMERICA 
4021 FEDERAL POWER COMMISSION 


In the Matter of 

TEXAS EASTERN TRANSMISSION CORPORATION 


Docket No. G-2503 


PETITION OF CITY OF PITTSBURGH 
FOR LEAVE TO INTERVENE 

Comes now the City of Pittsburgh by its attorneys, J. Frank Mc¬ 
Kenna, Jr., City Solicitor, and Robert Engel, Assistant City Solicitor, 
and pursuant to Section 1. 8 of the Federal Power Commission’s Rules of 
Practice and Procedure hereby petitions for leave to intervene in the above 
captioned proceedings. In support of this Petition, the City of Pittsburgh 
respectfully shows as follows: 

I. 

The City of Pittsburgh is a municipal corporation organized and 
existing under and by virtue of the laws of the Commonwealth of Penn¬ 
sylvania, situate in Allegheny County of said Commonwealth, and is a 
municipality as defined in Section 2 of the Natural Gas Act of 1938. 

II. 

4022 Texas Eastern Transmission Corporation is a public utility engaged 

in the transmission of gas from the southwestern part of the United 

States to the eastern section of the United States and is presently subject 

to the jurisdiction of the Federal Power Commission. The addresses of 

the counsel for the City of Pittsburgh to whom all matter relevant to this 

Petition should be addressed are: 

J. Frank McKenna, Jr., 

City Solicitor 

313 City-County Building 

Pittsburgh 19, Pa. 

Robert Engel, 

Assistant City Solicitor 
313 City-County Building 
Pittsburgh 19, Pa. 
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m. 

Texas Eastern Transmission Corporation at the above docket number 
has filed with your Honorable Commission an application proposing to 
retire part of its ’’Little Inch” pipeline system from natural gas service, 
and to construct new facilities to enable it to continue to provide service 
as presently being rendered. 

4023 IV. 

The City of Pittsburgh is interested in the application at the above 
docket number for the reason that many thousands of its residents as well 
as the City itself are purchasers of natural gas from Equitable Gas Com¬ 
pany, Peoples Natural Gas Company, and the Manufacturers Light and 
Heat Company, all of which companies purchase from the Texas Eastern 
Transmission Corporation natural gas which is resold to the City and its 
residents. 

During the year 1953, the Equitable Gas Company, Peoples Natural 
Gas Company, and Manufacturers Light and Heat Company, purchased 
more than $25,000,000 worth of natural gas from the Texas Eastern 
Transmission Corporation. 

The rates paid by the City of Pittsburgh and its residents to the a- 
foresaid natural gas companies are materially and substantially affected 
by the rates which the aforesaid companies must pay to the Texas Eastern 
Transmission Corporation for gas purchased from the latter. 

V. 

The Pennsylvania Public Utility Commission, although served with 
notice of the proceeding at the above number and term, has not intervened 
in these proceedings. The interests of the Cityof Pittsburgh will not be 
adequately represented in this proceeding by any party now of record. 

4024 The City of Pittsburgh may be adversely affected or bound by action 
taken by the Federal Power Commission without the opportunity for ade¬ 
quate presentation of its position to the Commission and full protection of 
its interests. It is therefore in the public interest that the petitioner should 
be permitted to become a party hereto. 

WHEREFORE, the City of Pittsburgh respectfully prays that your 
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Honorable Commission grant this Petition; make and issue its Order per¬ 
mitting the City of Pittsburgh to intervene; to appear and plead and other¬ 
wise proceed as a party hereto with the right to have notice of and to appear 
at all hearings to produce evidence and witnesses; to cross-examine wit¬ 
nesses and to submit briefs; to present oral argument as the occasion 
requires; and to do all other necessary acts that the City of Pittsburgh may 
support its own interests and those of its residents as they may appear. 

Respectfully submitted, 


Dated: September 21, 1954. 
Address of Petitioner: 


CITY OF PITTSBURGH 

By /s/ David L. Lawrence 
Mayor 


313 City-County Bldg. 

Pittsburgh 19, Pa. 

4025 AFFIDAVIT 

COMMONWEALTH OF PENNSYLVANIA) 

) SS: 

COUNTY OF ALLEGHENY ) 

DAVID L. LAWRENCE, after first being duly sworn according to 
law deposes and says that he is Mayor of the City of Pittsburgh, a Muni¬ 
cipal Corporation, Petitioner herein; that he is authorized to sign and file 
the foregoing Petition on its behalf; that he has read said Petition and 
knows the contents thereof and that the same are true and correct to the 
best of his knowledge and belief. 

/s/ David L. Lawrence 

Mayor 


Sworn to and subscribed before me 

this 21 day of September, 1954. 

/s/ C. A. Cook 
Notary Public 

My commission expires February 5, 1955 
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4027 UNITED STATES OF AMERICA 

FEDERAL POWER COMMISSION 


In the Matter of 

Texas Eastern Transmission Corporation 


Docket No. G-2503 


Reply of Joint Petitioners River Company, Inc., 
Chotin Towing Corporation, and Greenville Towing 
Company, Inc., to Answer of Texas Eastern Trans¬ 
mission Corporation to Their Joint Petition for 

Leave to Intervene 


Joint petitioners River Company, Inc., Chotin Towing Corporation, 
and Greenville Towing Company, Inc.!, hereby submit their reply to the 
answer of Texas Eastern Transmission Corporation (Texas Eastern) in 
opposition to their ;oint petition for leave to intervene, and state as 
follows: 

1. Paragraph 15 of the Joint Petition alleges as facts that clean 
petroleum products are competitive with natural gas, and that petitioners 
and other tank barge operators are carrying such products to the same 
markets as those to which Texas Eastern’s Inch systems are now carrying 
natural gas and would in the future carry both natural gas and petroleum 
products. Texas Eastern’s answer does not deny these facts. They alone 
are sufficient to show that joint petitioners are and will be competitors 
of Texas Eastern, and are entitled to intervene in this proceeding. 

4028 2. Texas Eastern’s answer is based on the erroneous assumption 

that the Federal Power Commission, in passing upon its application for 
abandonment of existing facilities and construction of replacement facili¬ 
ties involving an increase in total investment in gas service, may not and 
should not consider the use to which the existing facilities will be put. On 
the contrary, in making a decision whether the application is in accordance 
with present and future public convenience and necessity, the Federal 
Power Commission has not only the authority but also the duty to consider 
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the proposed use of existing facilities in relation to the national public 
interest. Congress did not give full freedom of action to natural gas com¬ 
panies but conferred upon the Federal Power Commission regulatory auth¬ 
ority over those companies, as a permissible delegation of power in view 
of the impracticality of detailed review and regulation by the Congress 
itself. It is the duty of the Commission to safeguard the national interest 
which Congress itself would have safeguarded, and to do so in the light of 
elements which Congress would have regarded as of significant national 
concern. 

The Commission can not properly discharge its responsibilities if 
it adopts the narrow and restrictive view now advanced by Texas Eastern. 
The Commission can not properly ignore the proposed use of Texas East¬ 
ern’s existing Little Inch facilities where the manner and character of such 
use are asserted to be contrary to Federal law and fundamental national 
policies, and injurious to Texas Eastern’s security holders and customers. 

4029 3. Texas Eastern itself recognized the relevance and significance 

of its proposed use of the existing facilities to the Commission’s determina¬ 
tion. It alleged in Section V of the Application: 

’’Applicant relies upon the following facts to show 
that the present and future public convenience and necessity 
require the construction and operation of the facilities 
hereinabove described, and permit the abandonment of the 
facilities herein sought to be abandoned and converted to the 
transportation of petroleum products . ” (Emphasis added.) 

Texas Eastern then alleged, inter alia, that it intended to operate 
the existing facilities as a common carrier petroleum products pipeline; 
that it had made an exhaustive survey of the markets for petroleum pro¬ 
ducts and present methods of transportation in the areas traversed by the 
line and had reached the concius ion that this petroleum products service 
would be in the public interest; that reconversion in time of peace would 
eliminate the possibility of reconversion under the Government’s dormant 
estate, and would assure that the line would be ready in time of war without 
delay or the consumption of then critical materials. 
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These averments obviously reflect Texas Easterns underlying 
premise that the proposed use of the Little Inch facilities is relevant to the 
Commission’s determination on its application. In its effort to exclude 
the joint petitioners from bringing the entire situation to the attention of 
the Commission, Texas Eastern now*attempts to take cover behind a con¬ 
tradictory and restrictive theory of the scope of the Commission’s re¬ 
sponsibilities. 

4030 Texas Eastern conjectures that it might have proposed to scrap 
the Little Inch. We see no point in considering hypothetical possibilities, 
but we suggest that Texas Eastern would certainly have been required to 
show that such proposal did not entail avoidable injury to security holders 
or consumers or contemplate a violation of law, a breach of national 
security or other national policy. 

In any event the proposal is to convert the Little Inch and not to scrap 
it, and Texas Eastern can not successfully justify its pending application 
unless it shows that conversion of the Little Inch to a petroleum products 
pipe line is feasible, and a fortiori that it is lawful, and that it is in the 
public interest. The Commission mi;st necessarily consider these ques¬ 
tions since the conversion is an integral element of Texas Eastern’s 
proposal. 

4. Texas Eastern’s answer erroneously claims that the joint 
petition requests the Federal Power Commission to invade the juris¬ 
diction of the Interstate Commerce Commission. The Interstate Com¬ 
merce Commission has no jurisdiction, much less exclusive jurisdiction, 
over the matters of public interest presented by the joint petition. The 
Interstate Commerce Commission has authority to regulate rates charged 
by common carrier interstate petroleum products pipelines. But it has 
no authority to license entry into the petroleum products pipeline business 
or to consider whether such entry is in the public interest. 

4031 The Interstate Commerce Commission does not and would not have 
jurisdiction to consider whether Texas Eastern’s proposal — 

(a) Is an unlawful attempt to monopolize interstate commerce and to 
establish unreasonable restraints of trade therein, contrary to 
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to Federal law and national policy. 

(b) Is contrary to the interest of national defense, in that it would in¬ 
jure and destroy the tank barge fleet, a national defense asset of 
major importance; would not serve any need of the petroleum indus¬ 
try but would rather wastefully duplicate and dislocate existing trans¬ 
portation and refinery facilities; would tend to intensify concentration 
of refinery facilities in the Gulf Coast area; and would not make 
available in time of war the Little Inch system for transportation 

of petroleum products to the East Coast. 

(c) Would fail to yield the income projected by Texas Eastern and would 
launch Texas Eastern into a new, highly speculative venture gravely 
deficient in terms of financial and economic feasibility, substantially 
different from and unrelated to the stable natural gas transportation 
business, all to the prejudice of Texas Eastern’s security holders 
and consumers of its gas service. 

(d) Would fail to yield certain gas service advantages claimed by Texas 
Eastern, in its application, and would fall short of the most efficient 
and prudent means of achieving certain gas service improvements 
referred to in the application. 

(e) Would establish an improper conflict of interest in different and 
4032 competitive businesses proposed by Texas Eastern. 

The foregoing are the principal considerations set forth by the 
joint petitioners herein, in the course of protecting their own economic 
interest as barge operators, as showing that Texas Eastern’s proposal is 
not in the public interest. These are considerations of major significance, 
and for the most part they have not been advanced by any other petitioner. 
Texas Eastern’s answer is an effort to preclude the barge operators from 
making full presentation to the Federal Power Commission of these sig¬ 
nificant considerations. Texas Eastern fears that the defects of its pro¬ 
posal would be ventilated and weighted along with its own optimistic account. 
The intervention of joint petitioner barge operators is necessary and ap¬ 
propriate to the administration of Section 7 of the Natural Gas Act, as 
amended. 
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5. Their intervention is a matter of great concern to the barge 
operators, who are joint petitioners herein. The proposal of Texas 
Eastern threatens their economic life. If the Federal Power Commission 
is not fully convinced by the. foregoing reply, joint petitioners request that 
the Commission provide opportunity for filing of briefs, oral argument, 
and hearing, on such facts and issues as in the opinion of the Commission 
cast doubt upon the intervention prayed by joint petitioners herein. 

4033 WHEREFORE, River Company, Inc., Chotin Towing Corporation, 
and Greenville Towing Company, IncJ, pray that their joint petition for 
leave to intervene be granted. 

Respectfully submitted, 

RIVER COMPANY, INC. 

CHOTIN TOWING CORPORATION 
GREENVILLE TOWING COMPANY, INC. 

BY i /s/ Harold Leventhal 

Of counsel: Attorney 

Ginsburg, Leventhal and Brown 
1632 K Street, N.W. 

Washington 6, D. C. 

4034 VERIFICATION 
DISTRICT OF COLUMBIA) ss: 

Harold Leventhal, being first duly sworn according to law, deposes 
and says that he is attorney for River Company, Inc., Chotin Towing 
Corporation, and Greenville Towing Company, Inc.; that he is authorized 
to execute this affidavit; that he has read the foregoing Reply to Answer 
of Texas Eastern Transmission Corporation to the Joint Petition for Leave 
to Intervene and is familiar with the contents thereof, and that all allega¬ 
tions and facts contained therein are true and correct to the best of his 
knowledge, information and belief. 

i /s/ Harold Leventhal 

Sworn to and subscribed in my presence by the said 
Harold Leventhal, this 23rd day of September, 1954. 

/s/ James W. Clark 

Notary Public, D. C, 

My Commission Expires: Feb. 1, 1957. 
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UNITED STATES OF AMERICA 
FEDERAL POWER COMMISSION 


In the Matter of 

TEXAS EASTERN TRANSMISSION CORPORATION 


Docket No. G-2503 


Supplemental Petition of City of 
Pittsburgh for Leave to Intervene 

Comes now the City of Pittsburgh by its attorneys, J. Frank Mc¬ 
Kenna, Jr., City Solicitor, and Robert Engel, Assistant City Solicitor, 
and pursuant to Section 1. 8 of the Federal Power Commission’s Rules of 
Practice and Procedure hereby files this supplement to its Petition for 
Leave to Intervene in the above captioned proceedings. In support of this 
supplement, the City of Pittsburgh respectfully shows as follows: 

1 . 

That on September 22, 1954 it filed with your Honorable Commission 
a Petition for Leave to Intervene in the above captioned proceedings. 

, II. 
not 

The Petition was/filed within the time allowed for intervention be¬ 
cause the City of Pittsburgh was not cognizant until after the time allowed 
for intervention had expired of the nature of said proceedings and the im¬ 
portance thereof to itself and its inhabitants. The City of Pittsburgh fur¬ 
ther avers that as a political subdivision of the Commonwealth of Pennsyl¬ 
vania it is charged with the responsibility of safeguarding its interests 
and those of its residents. The City further states that the rights of no 
persons will be violated, impaired, or prejudiced by allowing said inter¬ 
vention at this time. 

WHEREFORE, the City of Pittsburgh, by its attorneys, as aforesaid, 
respectfully prays that it be granted leave to intervene as a party for the 
purpose of supporting its interests as they may appear. 

Respectfully submitted, 

CITY OF PITTSBURGH 

/s/ J. Frank McKenna, Jr. 

City Solicitor 
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/s/ Robert Engel 

Assistant City Solicitor 

Dated: October 13, 1954 

Address of Petitioner: 

313 City County Building 
Pittsburgh 19, Pa. 


4059 AFFIDAVIT 

COMMONWEALTH OF PENNSYLVANIA) 

) SS: 

COUNTY OF ALLEGHENY ) 

J. FRANK McKENNA, Jr., after first being duly sworn according 
to law, deposes and says that he is Solicitor of the City of Pittsburgh, 
a Municipal Corporation, Petitioner herein; that he is authorized to sign and 
and file the foregoing Supplemental Petition on its behalf; that he has 
read said Supplemental Petition and knows the contents thereof and that 
the same are true and correct to the best of his knowledge and belief. 

/s/J. Frank McKenna, Jr. 

City Solicitor 


Sworn to and subscribed before me 
this 13th day of October 1954. 


/s/ C. A. Cook 
Notary Public 
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UNITED STATES OF AMERICA 
4061 FEDERAL POWER COMMISSION 


Before Jerome K Kuykendall, Chairman; Claude L. Draper, 

Commissioners: Nelson Lee Smith, Seaborn L. Digby and Frederick 

Stueck. 


In the Matter of } 

) Docket No. G-2503 

Texas Eastern Transmission Corporation) 

ORDER PERMITTING INTERVENTION 


Petitions seeking leave to intervene in this proceeding were filed 
as follows: 


Petitioner ' 

Algonquin Gas Transmission Company 

The Ohio Fuel Gas Company and the Manufacturers 
Light and Heat Company I 

National Coal Association, United Mine Workers 
Workers of America, Fuels Research 
Council, Inc., and Anthracite Institute 

American Pipe Line Corporation 

River Company, Inc., Chotin Towing Corporation 
and Greenville Towing Company, Inc. 


Date Filed 
August 30, 1954 

August 30, 1954 

August 30, 1954 
August 30, 1954 

August 30, 1954 


On September 20, 1954 Texas Eastern Transmission Corporation 
filed answers in opposition to petitions to intervene filed by National Coal 
Association, United Mine Workers of America, Fuels Research Council, 
Inc., Anthracite Institute, American Pipe Line Corporation, River Com¬ 
pany, Inc., Chotin Towing Corporation, and Greenville Towing Company, 
Inc. 

The Commission finds : 

Participation of the above-named petitioners in this proceeding may 
be in the public interest. 

The Commission orders : 

The above-named petitioners be and the same hereby are permitted 
to become interveners in this proceeding, subject to the rules and 


174 


regulations of the Commission: Provided , however , That the par¬ 
ticipation of such interveners shall be limited to matters affecting 
asserted rights and interests specifically set forth in the petitions 
for right to intervene: and Provided , further , That the admission 
of such interveners shall not be construed as recognition by the 
Commission that they or any of them might be aggrieved because 
4062 of any order or orders of the Commission entered in this pro¬ 
ceeding. 

By the Commission. 


Leon M. Fuquay, 
Secretary 


Adopted: October 20, 1954 
Issued: October 22, 1954 
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BEFORE THE 


FEDERAL POWER COMMISSION 
UNITED STATES OF AMERICA 

In the Matter of ) 

I ) Docket No. G-2503 

TEXAS EASTERN TRANSMISSION CORPORATION ) 

SECOND SUPPLEMENT OF APPLICATION OF 
TEXAS EASTERN TRANSMISSION CORPORATION 

Now comes Texas Eastern Transmission Corporation, Applicant 
herein, and supplements its original Application and its First Supplement 
to its original Application, as follows: 

I. 

Applicant deletes page 18 (Revised) and page 18A and page 19 of its 
original Application as supplemented by Applicant's First Supplement thereto 
and herewith files in lieu thereof page 18, revised October 20, 1954 and page 
18-A, Revised October 20, 1954, and page 19, Revised October 20, 1954. 

H. 

Applicant, by this Second Supplement, changes page 18 (Revised) and 
page 18-A as revised by First Supplement to its original Application and page 
19 of Applicants original Application by Revising and adding the following 
exhibits under Exhibit L - Financing: 

(1) Exhibit L (1) is supplemented by the addition thereto of a second 
page: Exhibit L (1), page 2. 

4064 (3) Exhibit/^) is a new exhibit and is filed herewith. 

(4) Exhibit L (4) is a new exhibit and is filed herewith. 

(5) Exhibit L (5) is a new exhibit and is filed herewith. 

(7) Exhibit L (7) is supplemented by the addition thereto of a second 
page: Exhibit L (7), Page 2. 

(9) Exhibit L (9) is supplemented by the addition of two new pages, 

1(A) and 2(A), to each of the Schedules therein. 

The above exhibits revised and added by this Second Supplement are filed 
herewith. 
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4064 WHEREFORE, Applicant, Texas Eastern Transmission Corporation, 
prays that page 18 (Revised) and page 18-A and page 19 of its original Ap¬ 
plication as supplemented by Applicant’s First Supplement thereto be 
deleted, and that page 18, revised October 20, 1954, and page 18-A, re¬ 
vised October 20, 1954, and page 19, revised October 20, 1954, be sub¬ 
stituted in lieu thereof. Applicant further prays that the exhibits filed 
herewith be made a part of Applicant’s Application. Applicant further 
reiterates the prayer of its original Application. 

Respectfully submitted, 

TEXAS EASTERN TRANSMISSION 

CORPORATION 

By s/ R. Clyde Hargrove _ 

Attorney 
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VERIFICATION 


STATE OF LOUISIANA ) 

) 

PARISH OF CADDO ) 

R. Clyde Hargrove, being first duly sworn, states that he is at¬ 
torney of Texas Eastern Transmission Corporation; that he is authorized to 
execute this affidavit; that he has read the above and foregoing Second Sup¬ 
plement to Application and is familiar with the contents thereof; that all 
allegations of fact therein contained are true and correct to the best of 
his knowledge and belief. 

s/ R. C lyde Hargrove_ 


SWORN TO AND SUBSCRIBED before me this 21st day of October, 

1954. 

s/ Elmon W. Holmes 


Notary Public 
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ATTORNEYS FOR APPLICANT: 

4066 

Charles I. Francis, General Counsel 
Mellie Esperson Building 
Houston, Texas 

Charles I. Thompson 
Ballard, Spahr, Andrews and Ingersoll 
1035 Land Title Building 
Philadelphia 10, Pennsylvania 

R. Clyde Hargrove 
Elmon W. Holmes 

Hargrove, Guyton, Van Hook and Hargrove 
867 Texas Eastern Building 
Shreveport, Louisiana 

Keith M. Pyburn 

Texas Eastern Transmission Corporation 
Suite 852 

425 13th Street, N. W. 

Washington 4, D. C. 

/ 

Frank J. Peragine 
Sterling W. Steves 

Texas Eastern Transmission Corporation 
Texas Eastern Building 
Shreveport, Louisiana 
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4067 (6) No facilities other than those covered by this application are 

necessary to provide service in the communities served and to 
be served by Applicant. 

(7) Applicant has made no market survey within the past three years 
other than Exhibit X-2, if the same be considered a market sur¬ 
vey. 

(8) Omitted, since Applicant proposes no new sales or services 
herein. 

(9) Omitted, since Applicant has no affiliates marketing gas inde¬ 
pendently of Applicant. 

Exhibit J- Conversion to Natural Gas 

Omitted, since no conversion to natural gas is proposed by this 
application. 

Exhibit K- Cost of Facilities 

Exhibit K is filed herewith. 

Exhibit L- Financing 

Applicant in its First Supplement to its Original Application stated 
that definitive plans had not yet been formulated for raising the 
$72, 000,000. 00 of new capital required for the construction of 
the new facilities herein proposed to be constructed. Since that 
time, Applicant has formulated a plan of financing which it pro- 
poses to present to investors and underwriters. Negotiations are 
currently being held with investors and underwriters and the pro¬ 
posed plan of financing is subject to change as a result of such 
negotiations. The proposed plan of financing is reflected by the 
exhibits below. 

(1) Exhibit L (1), as supplemented by the addition of a second 
page, Exhibit L (1), Page 2, is filed herewith. 

(2) Applicant has not yet finally determined the manner in which 
it will dispose of the securities necessary to be sold to finance 
the construction herein proposed, and does not know the per¬ 
sons to whom such securities will be sold or issued. 
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(3) Exhibit L (3) is filed herewith. 

(4) Exhibit L (4) is filed herewith. 

(5) Exhibit L (5) is filed herewith. 

4068 (6) Exhibit L (6) is filed herewith in the form of two schedules: 

Schedule 1 being a cash flow statement assuming that the 
authorization sought herein is not granted, and Schedule 2 
being a cash flow statement assuming that the authorization 
and permission sought herein are granted. 

(7) Exhibit L (7), as supplemented by the addition of a second page, 
Exhibit L (7), Page 2, is filed herewith. 

(8) A balance sheet and income statement as of March 31, 1954, being 
the most recent date available, was filed as Exhibit L (8) in Docket 
No. G-2472 and is incorporated by reference herein. 

(9) Exhibit L (9) is filed herewith in the form of two schedules, as 
supplemented by the addition of two new pages, 1(A) and 2(A), to 
each schedule: Schedule 1 being pro forma balance sheets and 
income statements assuming the authorization sought herein is 
not granted, and Schedule 2 being pro forma balance sheets as¬ 
suming the authorization and permission sought herein are granted. 

(10) Omitted for the reasons set forth under (2) above. 

(11) Omitted for the reasons set forth under (2) above. 

(12) Omitted for the reasons set forth under (2) above. 

Exhibit M- Construction, Operation and Management . 

Omitted, since Applicant proposes to operate its system with 
its present personnel. If authorization and permission are granted 
as sought herein, Applicant will negotiate construction contracts 
with independent construction contractors. No such contracts 
have yet been executed, nor are any now under negotiation. 

Exhibit N-Revenues - Expense - Income . 

Exhibit N is filed herewith in the form of two complete schedules: 
Schedule 1 assumes that the authorization sought herein is not 
granted, and Schedule 2 assumes that the authorization and per¬ 
mission sought herein are granted. 


Exhibit O-Depreciation and Depletion Statement. 


Exhibit O is filed herewith. 

4069 Exhibit P- Tariff . 

Applicant does not propose any changes in its presently effec¬ 
tive tariff by reason of the construction or abandonment sought 
herein, and hereby incorporates its F. P. C. Gas Tariff, Sec¬ 
ond Revised Volume No. 1 and Original Volume No. 2, by ref¬ 
erence to the official files of the Commission. No material 
change in Applicant’s average cost of service will result from 
the abandonment and 
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4071 Docket No. G-2503, Exhibit L (3) 

TEXAS EASTERN TRANSMISSION CORPORATION 
Estimated Net Proceeds 
from Proposed Financing 


Proposed Securities 


Total 

Amount 

Per 

Unit 

Capital Stock: 

Preferred Stock 

Cumulative, $100 Par Value 

5% Convertible Series 

Sale Price 

$30,000,000 

$ 100.00 


Expenses 

i 

1,125,000 

3.75 


Net Proceeds 

i 

$28, 875, 000 

$ 96.25 

First Mortgage Pipe Line Bonds: 

3-3/4% Series due 1975 

Sale Price 

$40, 000, 000 

$1, 000. 00 


Expenses 

320, 000 

8. 00 


Net Proceeds 

$39, 680,000 

$ 992.00 

Debentures: 

4-1/2% Debentures due 9/1/75 

Sale Price 

$31,000, 000 

$1,000.00 


Expenses 

500, 000 

16.13 


Net Proceeds 

$30, 500, 000 

$ 983.87 



4073 The securities proposed to be issued will not necessarily require the 
consent of any parties. Certain features of the proposed sale of bonds which 
are desirable but not necessary will require the consent of the holders of 
at least 66-2/3% of the outstanding bonds of the Company and it is proposed 
to secure such consent. These features are: 

(i) Waiver of certain provisions of section 3. 04 of the mortgage in 
order to permit the withdrawal of bond proceeds up to 80% of 
construction costs. 

(ii) Change of the definition of "Property Additions" to include prop¬ 
erty used or useful in the transportation of petroleum and/or petro¬ 
leum products. 

(iii) Exception of oil and gas production properties from the lien of the 
mortgage. 
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Docket No. G-2503, Exhibit No. L-9, Schedule 1 
TEXAS EASTERN TRANSMISSION CORPORATION 


Estimated Income Account 



(Assuming No Conversion of 20” 
Period of Construction 
Years 1955 and 1956 

Pipe Line) 



(A) 

(B) 

(C) 



1955 

1956 

1 

Operating Revenues 



2 

Gas sales 

$147, 823, 600 

$147, 936, 800 

3 

Other gas revenues: 



4 

Transcontinental storage service 

4, 693, 300 

4, 693, 300 

5 

Miscellaneous 

517, 200 

517, 200 

6 

Total Operating Revenues 

153,034,100 

153,147, 300 

7 

Operating Expenses and Taxes 



8 

Gas purchased 

74, 849, 400 

74, 016, 000 

9 

Transmission operation and maintenance 22, 991, 300 

23, 045, 200 

10 

Storage operation and maintenance i 

480, 000 

480, 000 

11 

Administrative and general expense 

4, 714, 800 

4, 780, 800 

12 

Depreciation and amortization 

12,481, 000 

12, 609, 800 

13 

Taxes - other than Federal income 

3, 906,100 

3, 927, 700 

14 

Taxes - Federal income ! 

10, 668, 000 

11,165, 800 

15 

Taxes - deferred Federal income 1 

2, 308, 400 

2, 308,400 

16 

Total Operating Expenses and Takes 

132, 399, 000 

132, 333, 700 

17 Net Operating Revenue i 

20, 635,100 

20, 813, 600 

18 Other Income 

447, 400 

447,400 

19 Gross Income i 

21, 082, 500 

21,261, 000 

20 Income Deductions - Net 

9, 456, 700 

9, 213, 400 

21 Net Income i 

$ 11, 625, 800 

$ 12,047,600 
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4076 Docket No. G-2503, Exhibit No. L-9, Schedule 1 

TEXAS EASTERN TRANSMISSION CORPORATION 
Pro-Forma Balance Sheets as of December 31 
(Assuming No conversion of 20 M Pipe Line) 
Period of C onstruction 
Years 1955 and 1956 


(A.) 

(B) 

(C) 


1955 

1956 

ASSETS 

1 Plant 

$390, 365, 500 

$392, 521, 800 

2 Investments and advances 

37, 264, 400 

37, 264, 400 

3 Cash 

10, 674,000 

14, 628, 700 

4 Other current and accrued assets 

22, 777,100 

23, 484, 000 

5 Deferred debits and capital stock expense 

5, 380, 400 

4, 770, 800 

6 Total Assets 

$466, 461,400 

$472, 669, 700 

LIABILITIES 

7 Common stock 

$ 38, 560,100 

$ 38, 560,100 

8 Preferred stock 

59, 797,100 

59, 797,100 

9 Earned surplus 

33, 003, 200 

36, 580, 900 

10 Capital surplus 

6, 241, 300 

6, 241, 300 

11 Long-term debt 

233, 721, 000 

222, 477, 300 

12 Accrued Federal income tax 

10, 723,100 

10, 054, 500 

13 Reserve for deferred Federal income tax 

6, 866, 800 

9,175, 200 

14 Other current and accrued liabilities 

12, 887, 000 

12, 630, 600 

15 Deferred credits 

296, 800 

129,100 

16 Reserve for depreciation and amortization 

64, 365, 000 

77, 023, 600 

17 Total Liabilities 

$466, 461, 400 

$472, 669, 700 
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4077 TEXAS EASTERN TRANSMISSION CORPORATION 


Estimated Income Account 
(Assuming Conversion of 20" Pipe Line) 
Period of Construction 


Docket No. G-2503 
Exhibit No. 2 
Schedule 2 


Years 1955 and 1956 



(A) 

(B) 

(C) 


• 

1955 

1956 

1 

Operating Revenues 



2 

Gas sales 

$147, 823, 600 

$147, 936, 800 

3 

Other gas revenues: 



4 

Transcontinental storage service 

4, 693, 300 

4, 693, 300 

5 

Miscellaneous 

517, 200 

517, 200 

6 

Total Operating Revenues 

153, 034,100 

153,147, 300 

7 

Operating Expenses and Taxes 



8 

Gas purchased 

74, 849, 400 

74,110, 500 

9 

Transmission operation and maintenance 22, 991, 300 

20,465, 300 

10 

Storage operation and maintenance 

480, 000 

480, 000 

11 

Administrative and general expense 

4, 714, 800 

4, 780, 800 

12 

Depreciation and amortization 

12,481, 000 

12, 781, 300 

13 

Taxes - other than Federal income 

3, 896, 200 

3, 983, 900 

14 

Taxes - Federal income 

10,174,100 

11,907,900 

15 

Taxes - deferred Federal income 

2, 308, 400 

2, 308, 400 


Total Operating Expenses and 



16 

Taxes 

131,895,200 

130, 818,100 

17 Net Operating Revenue 

21,138, 900 

22, 329,200 

18 Other Income 

447,400 

1, 712, 900 

19 Gross Income 

21, 586, 300 

24, 042,100 

20 Income Deductions - Net 

9,113, 600 

9, 792, 200 

21 Net Income 

$ 12,472,700 

$ 14, 249, 900 
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4078 Docket No. G-2503, Exhibit No. L-9, Schedule 2 

TEXAS EASTERN TRANSMISSION CORPORATION 

Pro-Forma Balance Sheets as of December 31 
(Assuming Conversion of 20 M Pipe Line) 

Period of Construction 
Years 1955 and 1956 



(A) 

(B) 

(C) 



1955 

1956 


ASSETS 



1 

Plant 

$454, 871, 600 

$480, 921,700 

2 

Investments and advances 

37, 264, 400 

37, 264, 400 

3 

Cash 

18, 431, 500 

12, 399, 300 

4 

Other current and accrued assets 

24, 329, 900 

25,048,100 

5 

Deferred debits and capital stock expense 

6, 614, 700 

6, 431,100 

6 

Total Assets 

$541, 512,100 

$562, 064, 600 


LIABILITIES 



7 

Common stock 

$ 45,489,100 

$ 48, 822,400 

8 

Preferred stock 

60, 000, 000 

60, 000, 000 

9 

Earned surplus 

32, 917, 600 

37,180, 600 

10 Capital surplus 

19,109, 400 

25, 776,100 

11 Long-term debt 

288, 721, 000 

277, 477, 300 

12 Accrued Federal income tax 

10, 278, 600 

10, 433, 200 

13 Reserve for deferred Federal income tax 

6, 866, 800 

9,175, 200 

14 Other current and accrued liabilities 

13, 467, 800 

13, 288, 900 

15 Deferred credits 

296, 800 

129, 000 

16 Reserve for depreciation and amortization 

64, 365, 000 

79, 781, 900 

17 

Total Liabilities 

$541, 512,100 

$562, 064, 600 
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UNITED STATES OF AMERICA 
4084 FEDERAL POWER COMMISSION 

Before Jerome K. Kuykendall, Chairman; Claude L. Draper, 

Commissioners: Nelson Lee Smith, Seaborn L. Digby and Frederick 

Stueck. 

In the Matter of ) 

) Docket No. G-2503 

Texas Eastern Transmission Corporation) 

ORDER FIXING DATE OF HEARING 

Texas Eastern Transmission Corporation (Applicant), a Delaware 
corporation with its principal place of business in Shreveport, Louisiana, 
filed on July 26, 1954, an application and supplement thereto on July 30, 
1954, (1) for a certificate of public convenience and necessity, pursuant to 
Section 7 of the Natural Gas Act, authorizing the construction and operation 
of certain natural gas pipeline facilities, and (2) for and order pursuant to 
Section 7 of the Act authorizing the abandonment of certain pipeline facili¬ 
ties, as fully described in the application, on file with the Commission and 
open to public inspection. 

Due notice of the filing of the application has been given including 
publication in the Federal Register on August 7, 1954 (19 F. R. 5197). 

The Commission orders: 

(A) Pursuant to the authority contained in and subject to the juris¬ 
diction conferred upon the Federal Power Commission by 
Sections 7 and 15 of the Natural Gas Act, and the Commission's 
Rules of Practice and Procedure, a public hearing be held 
commencing on December 6, 1954, at 10:00 a. m. (EST), in 
the Hearing Room of the Federal Power Commission, 441 

G Street, N. W., Washington, D. C., commencing the 
matters involved and the issues presented by the application 
herein. 

(B) Interested State commissions may participate as provided by 
Sections 1. 8 and 1.37(f) [ 18 CFR 1. 8 and 1.37(f)] of the said 


Rules of Practice and Procedure. 

By the Commission. 

Leon M. Fuquay, 
Secretary 

Adopted: November 3, 1954 
Issued: Nobember 8, 1954 



4085 


193 

UNITED STATES OF AMERICA 
FEDERAL POWER COMMISSION 


Before Jerome K. Kuykendall, Chairman; Claude L. Draper, 

Commissioners: Nelson Lee Smith, Seaborn L. Digby and Frederick 

Stueck. 


In the Matter of ) 

! ) Docket No. G-2503 

Texas Eastern Transmission Corporation) 

ORDER PERMITTING INTERVENTION 

Petitions seeking leave to intervene in this proceeding were filed 
as follows: 

Petitioner Date Filed 

Equitable Gas Company September 13, 1954 

(Supplement, October 
11, 1954) 

City of Pittsburgh September 22, 1954 

(Supplement, October 
14, 1954) 

New Jersey October 7, 1954 

i (Supplement, Novem¬ 

ber 1, 1954) 

The Commission finds : 

(1) Although the petitions to intervene filed by the City of Pitts¬ 
burgh, New Jersey Natural Gas Company and Equitable Gas 
Company were not filed within the time required by Section 
1. 8 of the Commission’s Rules of Practice and Procedure, 
good cause exists to permit such late filing. 

(2) The participation of the above-named petitioners in this 
proceeding may be in the public interest. 

The Commission orders : 

The above-named petitioners be and the same hereby are permitted 
to become intervenors in this proceeding, subject to the rules and 
regulations of the Commission: Provided , however, That the par¬ 
ticipation of such interveners shall be limited to matters affecting 
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4086 asserted rights and interests specifically set forth in the petitions 
for right to intervene: and Provided , further , That the admission 
of such interveners shall not be construed as recognition by the 
Commission that they or any of them might be aggrieved because 
of any order or orders of the Commission entered in this pro¬ 
ceeding. 

By the Commission. 


Leon M. Fuquay, 
Secretary 


Adopted: November 17, 1954 
Issued: November 23, 1954 
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UNITED STATES OF AMERICA 
FEDERAL POWER COMMISSION 


DECISION 

In the Matter of ) 

) Docket No. G-2503 

Texas Eastern Transmission Corporation) 

Upon Application for a 

Certificate of Public Convenience and Necessity 

and for Abandonment Under Section 7 of the Natural Gas Act 
***** 

4171 WOODALL, PRESIDING EXAMINER: The application herein was 
filed by Texas Eastern Transmission Corporation (hereinafter referred 
to as Texas Eastern) on July 26, 1954, and supplemented with additional 
data with respect to financing plans on July 30, 1954 and on October 25, 
1954. Notice of the application was published on August 10, 1954. 

By Order issued September 13, 1954, the following parties were 
permitted to intervene: 

United Gas Improvement Company 
Philadelphia Electric Company 
Public Service Electric and Gas Company 
The East Ohio Gas Company 1/ 

The Peoples Natural Gas Company 1 / 

New York State Natural Gas Corporation 1 / 

By order Issued October 22, 1954, the following additional parties 
were permitted to intervene: 

Algonquin Gas Transmission Company 
The Ohio Fuel Gas Company 
Manufacturers Light & Heat Company 1 / 

National Coal Association, et al. 1 / 

American Pipe Line Corporation 
River Company, Inc., et all. 

By Order issued November 23, 1954, the following additional 
parties were permitted to intervene: 
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4171 Equitable Gas Company 
City of Pittsburgh 
New Jersey Natural Gas Company 

By Order issued November 8, 1954, a public hearing was set for 
December 6, 1954. 


1/ These intervenors entered no appearance and did not participate 
in the hearing. 

4172 In its initial brief, Texas Eastern represents that on November 19, 
1954 it served all exhibits and direct testimony (except that of George T. 
Naff, its President) proposed to be introduced by it at the hearing on all 
intervenors, and, at the request of Commission Staff Counsel, on the 
following public agencies: 

Public Service Commission of Arkansas 

Public Service Commission of Alabama 

Public Service Commission of Kentucky 

Public Service Commission of Louisiana 

Public Service Commission of Mississippi 

Public Utilities Commission of Ohio 

Public Utilities Commission of Pennsylvania 

Railroad and Public Utilities Commission of Tennessee 

Public Service Commission of West Virginia 

Interstate Commerce Commission 

Office of Defense Production 

Securities and Exchange Commission 

Department of Interior 

Hearings herein were held on hearing days continuously from 
December 6 through December 20, 1954 and from January 18 through 
January 28, 1955 on which date the hearing concluded. 

By Order issued February 10, 1955, Texas Easterns Motion for 
Omission of Intermediate Decision Procedure was denied. 

Initial briefs were filed on February 28, 1955, reply briefs on 
March 15, 1955. Many parties waived the filing of briefs. 
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THE APPLICATION 

Texas Eastern has requested two separate and distinct although 
inter-related approvals by the Commission based upon separate grants of 
authority under separate subsections of Section 7 of the Natural Gas Act. 

4173 Texas Eastern requested that the Commission authorize it, pursuant 
to Sections 7(c) and 7(e) of the Act, to construct and operate certain fa¬ 
cilities. These facilities fall generally into two categories: First, those 
necessary to transport approximately 200, 000 Mcf of natural gas per day 
from Texas Eastern’s existing system near Beaumont, Texas, to Kos¬ 
ciusko, Mississippi, and thence through its existing 30-inch pipe line 
from Kosciusko to its Station 21-A near Connellsville, Pennsylvania; 
second, those facilities necessary to continue service from certain sup¬ 
pliers of gas and to two communities in the event the Commission permits 
the abandonment requested in the second part of the application. 

The first group of facilities are as follows: 

(a) Approximately 382 miles of 24-inch pipe line extending from Beau¬ 
mont, Texas, through Southern Louisiana and Mississippi and 

thence to the existing Kosciusko, Mississippi station. 

(b) New Compressor Stations as follows: 

(1) A 2, 200 horsepower reciprocating station near Booth, Ft. 

Bend County, Texas; 

(2) A 5, 500 horsepower reciprocating station near Vidor, Orange 
County, Texas; 

(3) A 4, 400 horsepower reciprocating station near Lafayette, 
Lafayette Parish, Louisiana; 

(4) A 4, 400 horsepower reciprocating station near Gloster, Amite 
County, Mississippi; 

(5) A 14,080 horsepower reciprocating station near Egypt, Mon¬ 
roe County, Mississippi. 

4174 (6) A 14,080 horsepower reciprocating station near Mt. Pleasant, 

Giles County, Tennessee; 

(7) A 10, 560 horsepower receiprocating station near Tompkins- 
ville, Monroe County, Kentucky; 


(8) A 12, 320 horsepower reciprocating station near Owingsville, 
Bath County, Kentucky; 

(9) A 10, 560 horsepower reciprocating station near Athens, 

Athens County, Ohio; 

(10) A 8, 800 horsepower reciprocating station near Holbrook, 

Green County, Pennsylvania. 

(c) Additions to existing compressor stations as follows: 

(1) 5,000 horsepower in reciprocating units at Kosciusko, Attala 
County, Mississippi; 

(2) 7, 500 horsepower in centrifugal units at Barton, Colbert 
County, Alabama; 

(3) 7, 500 horsepower in centrifugal units at Gladeville, Wilson 
County, Tennessee; 

(4) 3, 520 horsepower in reciprocating units at Danville, 

Lincoln County, Kentucky; 

(5) 7, 500 horsepower in centrifugal units at Wheelersburg, 

Scioto County, Ohio; 

(6) 5, 000 horsepower in centrifugal units at Berne, Monroe 
County, Ohio. 

The second group of facilities are as follows: 

(d) Approximately 29 miles of 20-inch pipe line extending from Baytown, 
Texas, to Compressor Station B at Hankamer, Texas, to replace 
the section of the Little Inch which presently connects these two 
points, thereby providing a connection between the existing 20-inch 
loop line which extends from Station B to Beaumont, Texas and the 
16-inch pipe line from Baytown, Texas, to Provident City, Texas. 

4175 (e) Approximately 28 miles of 10-3/4-inch pipe line to provide a con¬ 
nection from the Silsbee Field, New County, Texas to the proposed 
24-inch South Louisiana line near Vidor, Texas. 

(f) Approximately 6 miles of 6-5/8-inch pipe line from Houston Oil 
Company, et al., Newton County, Texas to said proposed 10-3/4 
inch pipe line. 

(g) Approximately 6 miles of 6-5/8-inch pipe line from H. L. Hunt 



Company to the existing 20-inch loop near Sharon, Claiborne 
Parish, Louisiana. 

(h) Approximately 18. 5 miles of 3-1/2-inch pipe line from Arkansas 
Louisiana Gas Company’s pipe line near Camden, Arkansas to 
Hampton, Arkansas, to serve the City of Hampton. 

(i) Approximately 12 miles of 4-1/2-inch pipe line from United Gas 
Pipe Line Company’s pipe line near Holly Springs, Texas to 
Newton, Texas, to serve the City of Newton. 2/ 

Texas Eastern also requested the permission of the Commission 

to abandon the following facilities: 3/ 

(a) That segment of the original Little Inch System between Baytown, 
Texas, and Moundsville, West Virginia, principally consisting of 
approximately 60 miles of 16-inch pipe line and approximately 

1108 miles of 20-inch pipe line; together with lateral and feeder lines 
attached thereto. 

(b) Compressor Stations C, D, E,! F and G on the Little Inch together 
with all facilities installed at these locations. 

2/ The facilities sought to be constructed are described in paragraph 
VI of the application and shown on Exhibits 2 and 8, and detailed 
in Exhibit 13. 

3/ Application, paragraph m (a), (b), (c). All facilities sought to be 
abandoned are shown on Exhibit 2, by comparison of Exhibits 7 and 
8, and detailed in Exhibit 15. For convenience the facilities sought 
to be abandoned are sometimes referred to as the ’’Little Inch 
System. ” 

(c) That portion of compressor station horsepower at other locations 
4176 as shown in the following tabulation: 


Station 

Location 

Presently 

Installed 

HP 

Proposed 
HP To Be 
Retired 

HP Installed 
After 

Retirement 

5 

Little Rock, Ark. 

15, 250 

7,500 

7,500 

6 

Bald Knob, Ark 

15, 400 

6, 600 

8,800 

7 

Egypt, Ark. 

19,000 

11,000 

8,000 


200 


8 

Fagus, Mo. 

13,500 

9,000 

4, 500 

9 

Oran, Mo. 

14,000 

4, 000 

10,000 

10 

Lick Creek, Ill. 

13,000 

9,000 

4,000 

11 

Norris City, HI. 

13,000 

6,000 

7,000 

12 

Princeton, Ind. 

16,500 

13,000 

3,500 

13 

French Lick, Ind. 

10,000 

3,000 

7,000 

14 

Seymour, Ind. 

19,000 

15, 000 

4,000 

15 

Batesville, Ind. 

9,250 

5,750 

3,500 

16 

A. Lebanon, Ohio 

B. Lebanon, Ohio 

14,000 

5, 500 

9,250 

4,750 
5, 500 

17 

Circleville, Ohio 

14,000 

10,000 

4,000 

18 

Crooks ville, Ohio 

8, 800 

1,100 

7,700 

19 

Sarahs ville, Ohio 

12,000 

8,000 

4,000 

20 

Wind Ridge, Pa. 

10,000 

10,000 

- 


The application does not request authority to render any additional 
sales or service to customers. It does not involve the acquisition of any 


additional supplies of gas. 

4177 Issues 

The application herein raises the statutory issues normally involved 
in proposed construction and operation of natural gas facilities by natural 
gas companies under Sections 7(c) and 7(e) of the Natural Gas Act and 
normally involved in proposals to abandon facilities under Section 7(b) of 
the Act. The distinguishing elements of interrelationship do not change 
the statutory bases for granting or denying the applications herein. If 
distinguishable from separate cases, this proceeding is simplified by the 
interrelationship of the two applications herein. 

The following considerations limit proof on the remaining issues. 
Texas Eastern merely seeks approval of providing substitute facilities to 
continue to render the same quantity and quality of natural gas service at 
the same rates to the same customers. The volume of each existing ser¬ 
vice continues as now certificated to the same customer pursuant to ap¬ 
proved allocations by the Commission. Hence, no additional service or 
different deliveries being involved, no issue involving the adequacy or 


character of gas supply is raised by the pleadings. The presently auth¬ 
orized service to customers will continue using the presently approved 
supply of gas. There is no new issue as to the sufficiency of either the 
gas supply or of the consuming market. The issues raised herein touch 
only some of the transmission means or facilities for rendering an identical 
future service to customers. Public convenience as well as willingness 
and ability to render the present gas service in presently allocated volumes 
to existing customers has already been determined by the Commission. 

4178 What is herein involved in regard to the Section 7(e) standard of 

willingness and ability to perform the same service is whether the proposed 
substitute facilities for rendering that service in the future are economic¬ 
ally and engineeringly feasible. That includes the issue of whether the 
substitute facilities can be financed. What is involved in the Section 7(e) 
issue of public convenience and necessity is whether if the substitute fa¬ 
cilities are authorized to be constructed and operated in lieu of the abandoned 
Little Inch System facilities, the resulting natural gas service (transpor¬ 
tation and sale in interstate commerce) will have such advantages and bene¬ 
fits to the public affected by such natural gas service that the Commission 
must find from the preponderance of the evidence of record herein that the 
present and future public convenience and necessity require the granting 
of the application with or without conditions. The central issue is whether 
the public convenience and necessity requires the proposed construction 
and operation of the new facilities, in lieu of the Little Inch System facili- 
ties allowed to be withdrawn (abandoned) from natural gas service. An 
academic approach would suggest that if the substitute facilities are merely 
as good as the abandoned facilities the approval should be granted. But on 
this record, where definite and substantial additional benefits have been 
shown, such distinguishing line of decision is unnecessary. Where sub¬ 
stantial improvements result, as hetfe, approval of construction and opera¬ 
tion of substitute facilities and of abandonment as proposed cannot be 
denied. 


/ 
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4179 Two intervening parties, hereinafter for convenience referred to 
as the LP Companies, throughout the hearing sought to inject issues wholly 
beyond the delegated jurisdiction and competence of this Commission, which 
they still argue in their briefs. The hearing record was excessively bur¬ 
dened with efforts of these parties to compel the recognition of false issues. 
This decision will not be expanded inordinately to fight these wind-mills 

of false issues. 

The National Government when it conveyed to Texas Eastern certain 
pipeline property, including the Little Inch System retained the right to re¬ 
capture such property during a national emergency and to operate the pipe¬ 
lines for governmental purposes. This so-called dormant estate, with which 
the Commission has had familiarity since first certificating Texas Eastern 
to operate such properties to transport natural gas, subject to the Govern- 
ments T dormant estate, attaches to the property in the Little Inch System. jj/ 

4180 If, however, the abandonment here sought is granted, and natural gas 
service is no longer rendered by the Little Inch System, that much of Texas 
Eastern 7 s natural gas service, being rendered by the new substitute facilities 
is free and clear of any threat of future governmental seizure or use of the 
Little Inch System. Whether such result or some other proposed use of the 
Little Inch System is in accord with or contrary to the national security pub¬ 
lic interest or not is not at issue herein. It must be assumed that those offi¬ 
cers of the National Government, whoever they be, who are charged with the 
protection of the property of the National Government, such as the dormant 
estate in certain of the property of Texas Eastern will be diligent in that 
regard. However, this decision will — 

4/ American Pipe Line Corporation (American Pipeline), a party proposing, 
pursuant to its petition to intervene, at some future time to construct a 
pipeline from Beaumont, Texas to Newark, N. J., for the purpose of trans¬ 
porting oil or oil products, including liquid petroleum (LP); and another 
party being joint petitioners, River Company, Inc., Chotin Towing Corpo¬ 
ration, and Greenville Towing Company, Inc. (sometimes for convenience 
referred to as "LP Barge Operators”), who according to their petition to in¬ 
tervene represent that they operate river barges to transport oil and oil 
products including LP. 
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not cause this Commission to volunteer any such determinations or 
actions regarding the national security public interest. 

A very widely dispersed, over-all public interest was repeatedly 
referred to by the LP Companies as being a challenge to the Commission 
in passing upon the issues herein. In effect the Commission was required 
by such, arguments to canvass every Conceivable element or phase of 
this nebulous but all-inclusive national public interest, which the record 


5/ The Letter of Intent, Exhibit No. 35, is deemed by Texas Eastern 
to represent a grant by the Government not only of property but of 
the right to transport, by the use of such property, oil and oil pro¬ 
ducts. If required here, it would be found that the National Defense 
phases of this problem have long been determined in favor of oil 
transportation by Texas Eastern and determined by properly con¬ 
stituted authorities of the National Government. The LP Com¬ 
panies might well consider the record of the original grant to Texas 
Eastern by the National Government and the resultant effects upon 
all questions as to the public interest. This decision, however, 
will stay within the purview of the Natural Gas Act. 

4181 was continuously informed would be offended by the granting of the 

applications herein. It is said that the Commission must, therefore, 

search out every corner of the national public interest and assure itself 

that in no respect would the national public interest be affected adversely 

including economic and competitive fairness and equitableness. 

From argument and from a certain affidavit tendered in proof and 

6 / 

rejected on offer of proof, - it appears that the LP Barge Operators 
have filed a Civil Action No. 4714 in the U. S. District Court, Western 
District of Louisiana, against Texas Eastern charging proposed violation 
of the anti-trust laws arising out of proposed transportation by Texas 
Eastern of oil or oil products. 

The LP Companies further argued that this Commission must either 
decide the anti-trust case allegedly involved or take a vacation from its 


statutory duties, while waiting for the Courts to decide the anti-trust 
arguments and issues of Texas Eastern as an oil transporter versus the 
LP Barge Operators and American Pipeline. 

This decision will not cause this Commission to volunteer to de¬ 
cide that which is before the Federal District Court, but will decide the 
issues here involved as Congress and the Courts have determined them 
to exist in an adjudicative proceeding under Section 7 of the Act. 

6/ Exhibit 65 rejected on offer of proof. 

4182 The record shows that Texas Eastern proposes to convert the 

abandoned Little Inch System facilities to the transportation of petroleum 
products. Certain proof regarding possible effects on the natural gas 
business of Texas Eastern was admitted as relevant and material. But 
no proof relative to whether the use of the Little Inch System to transport 
oil products was in the public interest was admitted because no such issue 
lies before this Commission under the Natural Gas Act or any law in¬ 
terpretative of the Act or of the Commission’s authority or duty as dele¬ 
gated by Congress] What keeps this whole matter simple and clear is that 
our Act delegates to this Commission authority and duties of regulation 
of the transportation and sale of natural gas in interstate commerce. 

The public interest affected by such natural gas business is of vital con- 

77 

cern in every finding made herein. — 

Not Issues 

Whether Texas Eastern should use the Little Inch System, if al¬ 
lowed to abandon those facilities and withdraw them from further natural 
gas service, to transport oil (or some other liquid) is not an issue herein. 
This Commission has no delegated authority to regulate the transporta¬ 
tion of oil or any element of commerce in oil. The Interstate Commerce 
Commission has some delegated authority in regard to oil. 

7/ The Reply Brief of Texas Eastern is referred to as expressing 
substantially the views of the undersigned. 
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4183 

This decision will not cause this Commission to attempt to regu¬ 
late oil, to invade the field of regulation of oil delegated by Congress to 

8 / 

the Interstate Commerce Commission, — or to deny to Texas Eastern 
permission to abandon the Little Inch System facilities for future natural 
gas service so as to prevent Texas Eastern by such indirection from 
using those facilities in future competition with the LP Companies. 

Whether the national security, ias a part of the general and unlimited 
national public interest, requires some yes or no decision on the facts and 
proposals on this record is not an issue herein Somebody else is charged 
with this large responsibility. This wind-mill issue sounds formidable only 
by reference to a big subject. No conceivable contact with that big sub¬ 
ject has been shown by any fact in proof herein. It deserves no more 
words in this proceedings. 

Engineering Feasibility 

One issue raised by the application for authority to construct and 
operate facilities is the ability of those facilities to transport the quan¬ 
tities of gas involved. Exhibits 8 and 9 and the direct testimony of C. W. 
Marvin (Exhibit 26) establish that ability beyond any question. Engineer¬ 
ing feasibility was not questioned on the record. The evidence presented 
by Mr. Marvin constitutes the only evidence on this point. 

8/ 49 U. S.C.A. Section 1 et seq. 

Financibility 

4184 Another issue is Texas Eastern's ability to finance the construc¬ 
tion of the new facilities. The estimated capital cost of the new facili- 

9/ 

ties is approximately $71,000,000. — This estimate was unquestioned 
on the record Exhibit 12, Schedule 2 reflects all other capital require¬ 
ments, including approximately $15, 000, 000 for conversion of the abandoned 
facilities to petroleum products service (Exhibit 24, page 28), and 
$16,000, 000 for the retirement of the current and outstanding bank loans 
if those loans should not be extended beyond their present due date of 
December 31, 1955 (Exhibit 19). To raise the funds required, Texas 
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Eastern proposes to use cash on hand and to be developed from opera¬ 
tions, and to sell $40,000,000 of first mortgage pipe line bonds, 

300,000 shares of $100 par value convertible preferred stock, and 
$31,000,000 of debentures. —^ The estimated financing expenses and 
net proceeds to the company are shown on Exhibit Nos. 20 and 21, and the 
schedule of retirement of proposed and outstanding securities is shown 
on Exhibit 22, all substantiated by the testimony of J. W. Hargrove. 

The cash flow statement Exhibit 12 (substantiated by the testimony of 
O. S. Carpenter, Exhibit 29), incorporating all cash requirements and 
cash available, indicates a cash balance in excess of $12,000, 000 at all 
times during the period January 1, 1955 through December 31, 1959, 
and a balance of approximately $17, 500,000 as of December 31, 1959. 

9/ Exhibit 13. Direct testimony of B. D. Goodrich, Exhibit 24. 

10/ Exhibit 19. Direct testimony of J. W. Hargrove, Exhibit 31. 

4185 Texas Eastern’s ability to sell the proposed securities has been 
established. It has already obtained a firm agreement from eight in¬ 
surance companies to purchase the $40,000,000 first mortgage pipe 
line bond issue. —^ Furthermore, it has immediately available, if it 
should wish to use it, a $40, 000, 000 letter of credit from the National 
City Bank of New York. This letter of credit was voluntarily offered by 
the bank and was not solicited by Texas Eastern. Texas Eastern does 
not propose to use it to finance this construction; but this bank credit 
is convincing proof of Texas Eastern’s credit and its ability to raise 
funds. No commitment has yet been entered into for the sale of pre¬ 
ferred stock and debentures, since these issues will not be sold until 
the cash is required for construction purposes. This procedure is in the 
public interest since it provides the lowest possible cost of money to the 
company during the period of construction. Texas Eastern’s ability to 
sell these issues when necessary is established on the record. Messrs. 

J. W. Hargrove, Financial Vice President of the Company, George T. 
Naff, President of the Company, and August Belmont, Vice President of 
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Dillon, Read & Company, Inc., — financial advisors to Texas Eastern, 
have each testified that the Company can easily sell these issues to the 

11/ Sun Assurance Company of Canada 

Northwestern Mutual Life Insurance Company 
Massachusetts Mutual Life Insurance Company 
Massachusetts Travellers Insurance Company 
Aetna Life Insurance Company 
Penn Mutual Life Insurance Company 
New York Life Insurance Company 
Metropolitan Life Insurance Company 
12/ Dillon, Read and Company have participated in the underwriting of 
all securities issued by Texas Eastern (T. 1311-1317). 

public. There is no contrary evidence. 

4186 The terms and conditions of the proposed issues are unusually 

favorable. The bond purchase agreement (Exhibit 37) allows Texas Eastern 
until January 1, 1957 to sell the bonds and draw down the proceeds. Texas 
Eastern is not required to market its debentures or preferred stock prior 
to the time it sells its bonds. The bonds carry a reasonable interest 
rate and contain reasonable call price provisions. In view of the time 
latitude allowed for marketing the junior issues, Texas Eastern may 
select the time to market them under favorable market conditions. Wit¬ 
nesses Hargrove and Belmont each testified that the issues will be mar¬ 
ketable on rates no less favorable than those indicated in Exhibit 19. If 
market conditions at the time of marketing are substantially the same 
as those existing at the time of the testimony, the securities will be mar¬ 
keted at more favorable rates than those indicated in Exhibit 19. 

Texas Eastern has already raised its senior money, has reasonable 
assurance that it can market its junior issues on favorable terms at times 
selected by it, and, in addition has a $40,000,000 bank letter of credit 
in reserve. Witness Belmont made clear during cross-examination 
that Texas Eastern could raise the amount of capital required for this 
project simply on the decision of its Board of Directors to do so. The 
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value of the company’s assets in comparison to the amount of capital re¬ 
quired, its credit position, and the reputation of its management enable 
it to raise the funds required here for any purpose desired by the Com¬ 
pany. 

4187 THE ISSUE OF PUBLIC CONVENIENCE AND NECESSITY 

The issue is whether the construction will benefit the public affected 
by the natural gas service here involved by providing better or more 
assured service than would be available without the substitute facilities. 

The facilities described above would not be required and would be 
of no benefit unless the Commission permits the proposed abandonment. 

In a certain sense they are not new or additional facilities, since they mere¬ 
ly duplicate existing facilities which are to be abandoned. If the proposed 
abandonment of the Little Inch System is permitted, the proposed facilities 
are essential in order that Texas Eastern may maintain its existing ser¬ 
vices. The facilities necessary to transport approximately 200,000 Mcf 
per day from Beaumont to Kosciusko and thence through the Kosciusko 
line to Connellsville, Pennsylvania, will achieve more than mere main¬ 
tenance of existing services. They will afford a better and a more assured 
service to existing customers. 

These service improvements were listed by President Naff as 
follows: 

1. Flexibility of Operation 

As shown by Exhibit 1, there is no connection between Texas East¬ 
ern’s present 30-inch line at the southern or supply end (Kosciusko, 
Mississippi) and Texas Eastern’s field sources of supply in Texas and 
Louisiana. The construction of the proposed facilities would provide such 
a connection, and enable Texas Eastern to transport field gas from Texas 

4188 and Louisiana to Kosciusko for transportation to markets. It is 
axiomatic in the gas industry that an integrated system or grid is highly 
desirable, particularly in gas supply areas, and this is particularly true 
in Texas Eastern’s case. Texas Eastern’s contract with United Gas Pipe 
Line Company for the purchase of gas at Kosciusko provides for a maxi¬ 
mum day delivery of 387,000 Mcf and a minimum take at a 72% load factor. 
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Inasmuch as field supplies cannot be transported to Kosciusko at present, 

this permissible "swing” on United is of little advantage to Texas Eastern; 

but once field supplies can be transported to Kosciusko, Texas Eastern can 

place more gas under purchase contract in the field without running an 

undue risk of being required to pay for gas which it cannot take. It could 

"cut back" approximately 100, 000 Mcf per day on United and carry that 

amount of additional field gas through Kosciusko. This is not a theoretical 

situation. Exhibit 6 and the testimony of W. E. Ball and John S. Adams 

show that Texas Eastern presently is required to purchase more gas in 

the field than it can take into its present system, and that this excess 

gas is being "dumped" to United Gas !Pipe Line Company at a loss. This 

excess gas could easily be handled with the new United Kosciusko "swing", 

and thereby afford immediate relief from an existing situation, as well 

as providing greater freedom of contract for future supplies. The new 

facilities thus provide both better and greater assurance of continued 
13/ ' 

service. — 

13/ The estimate that this excess gas situation would not exist beyond 
1959 does not destroy the present advantage. 

2. Future Expansion 

4189 The present capacity of Texas Eastern's Big and Little Inch Sys¬ 
tem was authorized by the Commission in Docket No. G-1003 by its 
Order dated February 18, 1949. Since that time Texas Eastern has 
recognized that further e^qpansion should employ facilities other than 
the Big Inch-Little Inch System. As a result, its major sales expansion 
in Docket No. G-1089 was accomplished by means of a purchase and sale 
arrangement with Texas Gas Transmission Corporation, and the major 
sales expansion authorized in Docket No. G-1012 was accomplished by 
construction of the present 30-inch Kosciusko-Connellsville line. The 
reasons for this were sound at the time and are equally sound today. 

As both, policy Witnesses Naff and Goodrich testified: expansion of the 
Big Inch-Little Inch System, while feasible from an engineering stand¬ 
point, presents difficulties not encountered in the expansion of a single 


high pressure line with the equipment now available. But much more im¬ 
portant is the fact that the Big Inch-Little Inch System is subject to the 
National Security Provisions and may be recaptured by the National Govern¬ 
ment on short notice. Further expansion of the Inch System would neces¬ 
sarily involve construction of loop lines at various points, which loop 
lines would not be interconnected with each other unless the looping was 
so extensive as to constitute constructing a complete new line. Conse¬ 
quently, exercise of the National Security Provisions following such an 
expansion would not only deprive Texas Eastern of the Big Inch-Little 
Inch System, but also would deprive it of the capacity afforded by the 
loops, which would be left as isolated and unconnected pieces of pipe in 
4190 the ground along the right-of-way. 

When future expansions are to be accomplished, the advantageous 
means is by expansion of the Kosciusko line, by added compression or 
looping or both. From a cost standpoint, future e^qjansions of the Kosci¬ 
usko line will result in a cost of transportation estimated to be less than 
that currently being experienced. It is also estimated that cost of trans¬ 
portation will remain substantially the same regardless of the capacity 
selected. 

Obviously, it is useless to expand the Kosciusko line unless quan¬ 
tities of gas can be brought to that line. The proposed Beaumont-Kosci¬ 
usko line will accomplish that purpose. The necessity for a connection 
between present field sources of supply and Kosciusko has long been 
recognized by Texas Eastern, both from the standpoint of flexibility and 
from the standpoint of future ability to expand. Such a plan was brought 
to the Commission’s attention as long ago as the filing of Docket No. 

G-1947 in April 1952. Construction of the Beaumont-Kosciusko line will 
provide much greater assurance of service both from the standpoint of 
the time involved and economic considerations of future expansion. 

The rebuttal evidence herein tends to strengthen the over-all 
showing made by Texas Eastern, even though errors of insignificant 
magnitude were revealed. 
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3. Access to Additional Sources of Gas Supply 

4191 Texas Eastern now has no access to gas reserves located in the 
coastal regions of southern Louisiana and Mississippi. As a result, 

Texas Eastern has been unable to negotiate for supplies in those areas. 

The new Beaumont-Kosciusko line will give accessibility to the gas pro¬ 
ducing areas of southern Louisiana and southern Mississippi at reason¬ 
able construction costs. Construction of that line will allow Texas 
Eastern to compete for gas reserves now discovered and to be discovered 
in those areas and thereby to furnish to its customers much greater assur¬ 
ance of continued adequate service. 

4. The National Security Provisions 

The present Texas Eastern System has an authorized design de¬ 
livery capacity south and west of Connellsville, Pennsylvania, and the 
Oakford Storage Field, of approximately 1,130, 000 Mcf per day. Of this 
amount, approximately 508,000 Mcf is carried by the Big and Little Inch 
System and is subject to the operation of the National Security Provisions. 
If the National Government should exercise its rights under those provi¬ 
sions, it is self-evident that the impact on Texas Eastern’s gas service 
and its utility customers would be very severe indeed. If the construc¬ 
tion and abandonment proposed herein are authorized, Texas Eastern will 
have substantially the same amount of design delivery capacity south and 
west of Connells ville, but only 308,000 Mcf per day will remain subject 
to the operation of the National Security Provisions. Furthermore, the 
means of replacing that 308,000 Mcf with other facilities within a rea- 

4192 sonable time would be readily available after construction of the 
new facilities by their further expansion. These facts give a much 
greater assurance of continued adequate gas service. 

5. Economic Benefits 

It is unnecessary to find that the cost of service will decrease in 
order to approve the applications herein. In recent years practically 
all additional certificated construction by natural gas companies has 
caused increases in the cost of service. The question has been rather 
whether on balance the benefits justified the increased costs, if any. 
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Many elements of natural gas service are more determinative of 
public convenience and necessity than the resulting cost of service. In 
this proceeding it has been established by preponderant proof that the 
cost of service will be reduced by the proposed changes in facilities. The 
Commission’s staff has also reached that conclusion. It is, therefore, 
found that the resulting cost of service (both now and as estimated regard¬ 
ing possible expansions of 100,000 Mcf and 300,000 Mcf) will not (under 
presently known conditions affecting future expansion) increase in any 
appreciable degree. By reliable and reasonable estimates Texas Eastern 
has established that gas operating expenses, including depreciation al¬ 
lowances, will be reduced for the operation of the operation of the sub¬ 
stitute facilities by about $3, 500, 000 per year during the years 1957, 

1958 and 1959, which is an amount substantially greater than the estimated 
return of about $2,300,000 required to earn 6% on the increased gas in¬ 
vestment - an increase of about $22, 500,000 in the gas rate-base. 
Economic feasibility is clearly established. 

4193 It is, therefore, found that the proposals herein will result in di¬ 
minishing the adverse effects of the existence of the National Govern¬ 
ment’s dormant estate, - wholly as to 200,000 Mcf of delivery capacity 
and substantially as to the remaining 308, 000 Mcf of Big Inch System 
delivery capacity. It is, therefore, found and concluded that the bene¬ 
fits which will result from the proposals herein if granted are substantial 

14/ 

and controlling in favor of granting the applications herein. — 

ULTIMATE FINDINGS AND CONCLUSIONS 
UPON THE CERTIFICATE APPLICATION 

Upon the record of evidence herein the following ultimate findings 
of fact and conclusions of law are made: 

1. Texas Eastern is a qualified application under 
Sections 7(c) and (e) of the Act. 

2. Texas Eastern is able and willing to perform the 
proposed service under the law and regulations. 

3. The proposed construction and operation of trans¬ 
mission facilities applied for herein for the 
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purposes proposed herein is required by the 
present and future public convenience and 
necessity. 

The Commission has hereto made these ultimate findings and con¬ 
clusions regarding the existing natural gas service of Texas Easterns 
system. The requirements of public convenience and necessity for the 
same natural gas service have not been shown to have been changed in 


14/ It should be noted that no customer company differs with this con¬ 
clusion, in which the Commission’s Staff concurs. 


any respect. The ability of Texas Eastern to continue to render that 
service by the proposed substitute facilities has been shown by uncontro¬ 
verted evidence. What has been found to have changed as established 
4194 by all the evidence (and the only evidence) is that as a result of con¬ 
structing and operating the proposed substitute facilities in lieu of the Little 
Inch System facilities the natural gaS service so required by the public con¬ 
venience and necessity will be rendered the. more assured by the elimina¬ 
tion of the possibility of interruption of 200,000 Mcf of service and the 
diminution of the effects of possible interruption as to 308,000 Mcf of 
service (the remaining Big Inch delivery capacity) by reason of the exer¬ 
cise at any time of the dormant estate of the National Government in the 
Big-Little Inch System. Such benefit together with other advantages and 
benefits found herein as required by the preponderant proof heiein com¬ 
pels the conclusion that the present and future public convenience and 
necessity requires the proposed construction and operation of the pro¬ 
posed substitute transmission facilities. 

The public interest clearly is served by authorizing the certifi¬ 
cate herein applied for, which as established and found produce such 
savings, and such positive and substantial benefits to the public affected 
by the natural-gas service herein involved. 
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ULTIMATE FINDINGS AND CONCLUSIONS 


Except to apply the findings and conclusions herein made as re¬ 
quired by the evidence to the converse side of the proposal to construct 
substitute facilities further discussion of the abandonment proposal 
would be to belabor the obvious. Therefore, upon the record of evidence 
herein the following ultimate findings of fact and conclusions of law are 
made: 

4195 1. Texas Eastern is a proper application under Section 7(b) of 
the Act. 

2. Texas Eastern does not propose to and will not abandon or 
reduce by reason of any permission herein sought or granted any service 
presently authorized or rendered by any of the facilities herein sought 

to be abandoned or withdrawn from natural gas service, and the gas supply 
available for said service as heretofore found and determined by the Com¬ 
mission is in no way changed or affected by this application to abandon 
the facilities applied for. 

3. The present and future public convenience and necessity per¬ 
mit the abandonment and withdrawal from natural gas service of the fa¬ 
cilities herein proposed to be abandoned when the substitute facilities 
herein proposed have been constructed and begin in operation to render 
the same natural gas service. 

The order herein will authorize the construction and operation and 
permit the abandonment as proposed in the application. The order will 
be conditioned by requirements of the public convenience and necessity 
that the Applicant file with the Commission: 

(a) All document reflecting the full consummation of arrange¬ 
ments for the continuance of service to the towns of Hampton, 
Arkansas, and Newton, Texas. 

4196 (b) Accounting entries required by the Uniform System of Ac¬ 

counts to reflect properly the abandonment herein authorized. 

ORDER 

WHEREFORE, IT IS ORDERED, subject to review by the Commission, 


A certificate of public convenience and necessity be and the same 
is hereby issued authorizing Texas Eastern Transmission Cor¬ 
poration to construct and operate the facilities hereinbefore de¬ 
scribed all as described in its Application as supplemented, for 
the transportation and sale of natural gas as heretofore authorized 
by the Commission, upon the terms and conditions of the Order. 

As a condition attached to the exercise of the rights granted under 
the certificate issued herein, Texas Eastern shall: 

(i) Commence construction of the said facilities within 
sixty (60) days from the date of issuance of this Order, 
unless otherwise ordered by the Commission for good 
cause shown. 

(ii) File such other reports within such time as required by Sec¬ 
tion 157. 20 of the Commission’s Rules and Regulations. 

The permission and approval of the Commission for the abandon¬ 
ment of the facilities hereinbefore described, all as described in 
the Application as supplemented, be and it is hereby granted upon 
the terms and conditions of this Order. As a condition attached 
to the exercise of the rights granted by such permission and ap¬ 
proval, Texas Eastern shall: 

(i) File with the Commission within thirty (30) days of the 
date of issuance of this Order conformed copies, attested 
as true by the Secretary of the Company, of agreements 
with United Gas Pipe Line Company and Arkansas Louisiana 
Gas Company for supplies of gas adequate to meet the require¬ 
ments of Newton, Texas and Hampton, Arkansas, respec¬ 
tively. 

(ii) Refrain from executing abandonment of any part of said 
facilities until such time as sufficient replacement fa¬ 
cilities (authorized under paragraph (A) hereof) have been 
constructed to prevent any impairment of service. 

(iii) Report to the Commission in writing under oath the date 


upon which abandonment is commenced, together with a 
description of the facilities being abandoned, and there¬ 
after submit each three (3) months report of abandonment 
describing the facilities abandoned until all facilities 
have been finally abandoned, and report the final date 
of abandonment. 

(iv) Within ninety (90) days after the close of the calendar 

year during which the abandonment of said facilities was 
completed file with the Commission a statement and 
accounting entries showing the retirement of such 
properly on Texas Eastern’s books of account, together 
with a statement showing and explaining the cause for 
any difference between the amounts actually recorded 
on said books and the amounts reflected in Exhibits 14 
and 16 in this record. 

(C) Texas Eastern shall accept in writing the Certificate issued herein 
and the permission to abandon granted hereby within fifteen (15) 
days from the date of issuance of this order. 

Emery J. Woodall 
Presiding Examiner 

Filed: April 12, 1955 

Issued: April 13, 1955 
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4250 [Filed Oct. 18, 1955] [Received May 9, 1955 F. P. C. ] 
UNITED STATES OF AMERICA 
FEDERAL POWER COMMISSION 


In the Matter 


TEXAS EASTERN TRANSMISSION CORPORATION) 


Docket No. 
G-2503 
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EXCEPTIONS TO THE DECISION OF THE PRESIDING 
EXAMINER FILED BY INTERVENORS RIVER COMPANY, 

INC., CHOTIN TOWING CORPORATION, AND GREEN¬ 
VILLE TOWING COMPANY, INC. 

EXCEPTION NO. 1 

Barge intervenors except to the Presiding Examiner’s decision on 
the ground that they were denied a full and fair hearing in that the Pre¬ 
siding Examiner's hostility to barge intervenors and their counsel resulted 
in his systematic curtailment of their presentation on cross-examination in 
addition to direct, and a failure to give considered deliberation to their 
evidence. 

At the very outset of the hearings the Presiding Examiner made it 
clear that in his view the only issues properly before him were the pro¬ 
posed abandonment of the Little Inch from gas service and the proposed 
construction of substitute facilities. To use his extreme phrase, it made 
no difference to the Commission whether the Little Inch, if permitted 
to be abandoned, were to be used to carry petroleum products or citrus 
fruit. Tr. 50, 58. He took this position notwithstanding that Texas 
Eastern put in issue the conversion of the Little Inch to petroleum car¬ 
riage by alleging that the conversion would be in the public interest and in 
the interest of national defense. At page 14 of its sworn application (Tr. 

66, 67) Texas Eastern said; 

”It is applicant’s intention to operate the reconverted Little 
Inch from the Baytown-Beaumont Refineries area to Moundsville, 
West Virginia as a common carrier of petroleum products 
pipeline pursuant to the provision iof the Interstate Commerce Act 
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and subject to the jurisdiction of and regulation by the Interstate 
Commerce Commission. 

"A pplicant has made an exhaustive survey of the markets for 
petroleum products, and present methods of transportation in areas 
traversed by the line and has reached the conclusion that the serv¬ 
ice will be in the public interest. 

M Applicant proposes to file rates for transportation which will 
yield a reasonable return to it and provide service in marketing cen¬ 
ters at a cost to shippers which will be competitive with and lower 
than the transportation rates charged by existing forms of trans¬ 
portation, thereby providing reduced ultimate costs to consumers. 

"Reconversion in times of peace will eliminate the threat 
to the applicant’s natural gas service attributable to national se¬ 
curity provisions. And the ever-present possibility that the gov¬ 
ernment may require a reconversion under the dormant estate 
reserved by it when the lines were sold. 

"In time of war, the line would be ready without delay or the 
consumption of the then critical materials. In addition no loss of 
gas service will be suffered by applicant’s customers due to sudden 
conversion during an emergency period. Peacetime conversion, 
which averts serious gas service dislocation is clearly in the public 
interest. ” 

Furthermore, Exhibit L-9, attached to the application, reflects the 
expectation of substantial net incomes from petroleum products opera¬ 
tions-^, 231, 880 in 1957, $2, 277, 700 in 1958 and $4, 258, 400 in 
1959. As is discussed in more detail elsewhere evidence as to the ac¬ 
curacy of this prediction is clearly relevant and material on the issues 
of financibility of the project, the future economic position of Texas 
Eastern and its security holders, and the impact of the project on its 
customers and ultimate gas consumers. 

In taking the position he took, the Presiding Examiner arrogated 
unto himself the function of the Commission to set hearings, grant inter¬ 
vention and prescribe the issues to be heard. Furthermore, he in large 
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part vacated the Commission’s order permitting the barge operators to 
intervene. The barge operators’ petition to intervene raised the very 
issues held irrelevant by the Presiding Examiner. The Commission 
granted intervention on the basis of that petition notwithstanding vigorous 
objections by Texas Eastern on the same grounds relied upon by the Pre¬ 
siding Examiner to sustain his position. Tr. 62, et seq. 

Having concluded, contrary to the Commission’s order, that the 
Little Inch as a petroleum products carrier was not an issue in the case, 
the Presiding Examiner took the position that the barge intervenors 
really had no legitimate interest in the proceedings at all. Typical of 
many comments reflecting this attitude is his statement, Tr. 1498, that 
’’the basis of your being here is solely on a possible contingency, that it 
might be in the public interest. That is a pretty thin edge. The actual 
fact of the matter is you can go out on the street and pick out any 
lawyer out of a hundred that would pass by and bring him in here, and he 
might in the course of the hearing, if allowed to ask, ad lib, ask some 
questions that would be in the public interest to have answered. ” 

This attitude resulted in the improper limitation of barge interven¬ 
ors’ attempts to cross-examine Texas Eastern’s witnesses respecting 
the gas service aspects of its proposal as well as their attempts to intro¬ 
duce direct evidence to show that the granting of the application would not 
be in the public interest from the standpoint of assuring adequate and ex¬ 
panding gas service at reasonable rates. 

The improper curtailment of the barge intervenors” presentation 
vitiates the Presiding Examiner’s casual, incomplete and truncated find¬ 
ings on the issues he chose to discuss in his decision. The inadequacy 
of those findings is discussed elsewhere. The point here is that the 
Presiding Examiner’s hostility to the barge intervenors and his arbitrary 
and restrictive rulings, obviously motivated by that hostility, cu m ulated 
throughout nineteen days of hearings and culminating in the totally un¬ 
warranted and unprecedented proceeding with which the hearings closed, 
denied barge intervenors a fair hearing, and consequently due process of 


law. 
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The Record is replete with instances of the Presiding Examiner 1 s 
impatience, hostility, harassment and spleen. Some examples follows: 

1. The Presiding Examiner set the tone in the very first session. 
Following the opening statements of counsel, in the course of what should 
have been a dispassionate discussion of the legal considerations prop¬ 
erly before the Commission, the Presiding Examiner interrupted counsel 
for barge intervenors to say (Tr. 58):- 

M Now, is that [ the Natural Gas Act] talking about any other 
public convenience and necessity other than service of gas ? 

"Mr. Leventhal: Yes. 

"Presiding Examiner: Show me where and how do we get it. The 
act itself says specifically that this Act shall apply to certain 
things. Now, it says specifically also that it shall not apply to any 
other transportation or sale of natural gas, than this particular 
kind. 

"If it does not apply to any other transportation than natural 
gas, how in God’s name does it apply to transportation of coal or 
to oil or to citrus fruits ?’’ 

2. Counsel for barge intervenors, having been supplied by Witness 
Adams with work papers showing some of the sources of Texas Eastern’s 
gas, reserved further questions of Mr. Adams on the issue of gas supply 
until he had examined the work papers. Thereafter, at the close of the 
day’s hearing the Presiding Examiner said (Tr. 303, 304): 

"The Commission has previously studied this company, it has 
allocated the gas on the basis of reserves then known to exist. 

"If additional reserves are now shown, it merely improves 
the situation. 

"Therefore, the issue of gas supply is not at issue. 

"I know no reason to therefore extend ourselves as though we 
were trying to prove that this company had enough gas to do busi¬ 
ness. We already know that. And they are not proposing to do 
any more business than the Commission has already certificated 
and allocated. 
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Tf If these were customers, we might allow them a little bit of 
a peep into the future, but I certainly know no reason why the com¬ 
petitors need to peep. 

M I say that so as to save you mid-night oil. It may be in vain. 
I have to be shown very clearly, and Staff Counsel has already indi¬ 
cated that he and the Staff are satisfied. 

The Presiding Examiner thus eaidy in the proceeding evidenced his 

attitude that the barge intervenors were not entitled to be fully heard on 

relevant issues in opposition to the application. 

3. On cross-examination of Texas Eastern’s chief engineer (Mr. 

Goodrich), counsel for barge intervenors asked clarifying questions as to 

the meaning of certain statements in thfe direct testimony (Tr. 427-431). 

Counsel for barge intervenors then requested to be furnished the work 

sheets used by the witness in making his cost calculations and to be given 

an opportunity to examine them before continuing with cross-examination 

(Tr. 434). The Presiding Examiner said that counsel might or might not 

have a right to examine the work sheets, and stated that counsel should 

ask some questions and ’’get going. ” Then ensued the following (Tr. 435): 

”Mr. Leventhal: I am now in a position where I cannot question 

without the cost data, Mr. Examiner. 

cost 

’’Presiding Examiner: The/data is here and you can question about 
it. Otherwise, you will have to waive your right to cross-examine. 
This is the detail which is normal in these cases. If you wish to 
ask him how he went about it in addition to what he has already told 
you, you may do so. 

”Mr. Leventhal: I wish to have an opportunity to examine the work 
sheets before I continue with the cross-examination. ” 

The Presiding Examiner stated that this might not be relevant, that 
he didn’t want to seem obstreperous, but that cost estimates involved 
details which were not advantageous to explore. He then said (Tr. 436): 
”Your interest here does not justify such an egression. I there¬ 
fore determine to limit you to such an extent as the staff itself 
feels is needed to go into this detail and will be governed by that. ” 


Counsel for barge intervenors explained that alleged saving in cost 
of service was a substantial element in the foundation of the application, 
that the review of the calculations was necessary to locate errors or de¬ 
batable assumptions in them. (Tr. 436-7). 

The Presiding Examiner continued (Tr. 437): 

’’Presiding Examiner: Have you asked all the questions you are now 
prepared to ask? 

”Mr. Leventhal: I would— 

’’Presiding Examiner: Please answer the question, Mr. Leventhal. 
Mr. Goodrich is on the stand and I want to make some use of him 
All we have done so far is talk. 

”Mr. Leventhal: I would like to talk to my associate. 

’’Presiding Examiner: Your opportunity to cross-examine will come 
up when the rest of them have finished. ” 

4. When the cross-examination came back to counsel for the barge 
intervenors, he asked Mr. Goodrich what work sheets backed up a cer¬ 
tain cost estimate (Tr. 504). There was objection as to the standing of the 
barge intervenors, and discussion thereon (Tr. 504- 525). The Presiding 
Examiner asked the purpose of the question and barge intervenors’ coun- 
4257 sel replied it was to test the accuracy of the claimed reduction in 

cost of service (Tr. 525). The Presiding Examiner stated that the work 
sheets are not in evidence and ’’the witness is on the stand to be cross- 
examined on his direct evidence” (Tr. 526). The Examiner concluded 
(Tr. 531): 

”* * * You have not exhausted the possibilities—which are quite 
apparent on the surface of this material—as to the probing of the 
direct testimony he has given right here. With material already in 
your hands. 

’We are going to recess, at this time, for 10 minutes and 
when we come back, I am going to give you an opportunity to ask 
definitively, right now, all the questions on cross-examination that 
you have of this witness, on what he has already testified to in the 
direct case. Break it up in such a manner as to determine the 
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weight of the testimony. That is the purpose of cross-examination. 
The accuracy of it, and when you have finished, you have finished. 

TT We will recess now, and you can get yourself in shape for 

that. M 

After the recess counsel for barge intervenors made a statement 
that the course of procedure outlined by the Presiding Examiner, with the 
cumulative impact of other restrictive rulings, and the refusal to permit 
continuance of the line of questions, constituted denial of fair hearing. 

(Tr. 534-5, et seq.). He stated (Tr. 544): 

"It is my request that I should be permitted to examine into 
the nature of the work sheets, and to lay a foundation either to re¬ 
quest of Mr. Hargrove the work sheets, or subpoenas to be issued 
by the Examiner, or for subpoenas to be issued by the Commission. " 
Texas Eastern counsel then stated (Tr. 546): 

’Insofar as I am aware, the Examiner has not yet prevented your 
asking Mr. Goodrich about the work papers and insofar as I am 
aware, I have not yet refused to give you any work papers which you 
specifically described. * * *" 

Counsel for barge intervenors then withdrew his motion, stating 
(Tr. 547-8): 

"Mr. Leventhal: If my concern was unwarranted, I must apologize 
to the Examiner for imposing upon his time, or any other imposi¬ 
tion that might have been unintendedly contained in these remarks. 

"I will proceed by renewing my question to Mr. Goodrich, and 
ask him what work sheets he has to support line 12, Exhibit 11, 
Schedule 1, page 2. " 

* * * 

"Presiding Examiner: You may answer the question. " 

Counsel for barge intervenors proceeded to examine Witness Good¬ 
rich to ascertain the nature of the work sheets supporting the summary 
cost of service figures contained in his Exhibit 11 (Tr. 548-581). Upon 
the conclusion of this line of questioning the following colloquy ensued 
(Tr. 581-585): 
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’’Presiding Examiner: I think before we close, we should perhaps 
discover what is the purpose of what has been going on since 3 
o’clock, today, and somewhat before of this nature, delaying the 
hearing substantially for the purpose of discovering what papers 
might exist in the company. 

”1 am glad you limited it to work sheets so that we won’t have 
to have a description on the record, just to satisfy you without 
being castigated, as to what other records there are in the Company, 
because I am sure they are quite exhaustive. 

’’Could you tell me the purpose of what you have been doing for 
nearly two hours ? 

”Mr. Leventhal: I propose, after appropriate counsel with my as¬ 
sistants, to request Mr. Hargrove to furnish me with some or all 
of these work sheets as we analyze them to be necessary for our 
verification of the costs projected by the witness. 

4259 ’’Presiding Examiner: In other words, you have obtained this ma¬ 

terial with the idea of issuing a subpoena ? 

”Mr. Leventhal: I am not clear what Mr. Hargrove’s intensions 
are, but if to any extent he does not wish to furnish the work sheets, 

I would request the Examiner to have issued a subpoena. 

’’Presiding Examiner: This has been done without informing the 
Examiner what the purpose was, hasn’t it? 

”Mr. Leventhal: No, I think I did before I started. I certainly in¬ 
tended to and I think the record will show that I did. 

’’Presiding Examiner: Now can you let the record show—because I 
think the Commission would be a little curious—as to why you have 
taken this time and have practically refused the opportunity I gave 
you to cross-examine this witness and get testimony and evidence in 
the record? You don’t consider that putting in the record this list 
of documents increases the factual data in this record, do you? 

”Mr. Leventhal: It provides me with an opportunity to prepare for 
more effective cross-examination. 
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’’Presiding Examiner: Why don’t you answer the question? You are 
ducking the question. You are saying something else happened. I 
asked you one single question. It could be answered yes or no. 

”Mr. Leventhal: It was the— 

’’Presiding Examiner: Does the enumeration of the work sheets of 
this company add to factual, evidentiary material of this record ? 
Yes or no, please. 

”Mr. Leventhal: Yes. 

’’Presiding Examiner: It does ? 

”Mr. Leventhal: Yes. 

’’Presiding Examiner: This has not constituted cross-examination 
on the factual data, has it ? 

”Mr. Leventhal: No, except as— ' 

’’Presiding Examiner: And you have offered that— 

”Mr. Leventhal: I beg your pardon. In a way, it does, yes. 

”It assists in examination into the type of data upon which the 
witness bases his conclusions. 

’’Presiding Examiner: Not the type of data, you mean the type of 
work papers, but not the data, itself, because you still-except as it 
becomes incidentally disclosed, you didn’t ask about the type of data 
he used. You only asked about the work sheets. 

’’Now can you explain to the Commission on this record, now, 
why you have refused the opportunity to cross-examine this witness 
since it was offered to you directly and specifically before the re¬ 
cess, today, instead of doing this ? 

”Mr. Leventhal: Yes, I can explain that to the Commission. 
’’Presiding Examiner: Please do. 

”Mr. Leventhal: The reason was, as stated in my remarks im¬ 
mediately after the recess, that unless I am aware of the nature of 
the work sheets upon which the witness based his conclusions, and 
after due request, am provided with those work sheets, and have 
opportunity for examination of those work sheets, I cannot proceed 
with effective cross-examination of this witness. Therefore, these 
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were necessary preconditions to effective cross-examination of this 
witness. That was the sense of my statement immediately upon re¬ 
turning from the recess, and that is what I believe. I thought it 
was on that basis that I was allowed to proceed in this matter. 
"Presiding Examiner: The reason for allowing you was to give you 
an opportunity to demonstrate that which you have demonstrated and 
that is that in fact you are prepared to proceed with cross-examina¬ 
tion, but have refused to do so, and have used this time for some 
other reason than that of actually prosecuting the right of cross- 
examination which was specifically granted to you. That matter 
will be referred, if necessary, to the Commission, and if you wish 
to castigate me further for it, you may do so. 

,T We are now recessed. 

"Mr. Leventhal: On the record, in response to the Examinees 
comments— 

"Presiding Examiner: You can pick that up in the morning and I 
think it would be better You can look the whole matter over and 
analyze it. " 

4261 After further discussion with other counsel, the Presiding Exam¬ 

iner concluded comments to other counsel as follows (Tr. 589-590): 

’Whatever else you do, if you don’t cross-examine when you 
have an opportunity, it won’t last long. I said that at 3 o’clock and 
I believe that the only proper way to handle the matter is to say to 
Mr. Leventhal, ’You have had your day. ’ I gave you an opportunity 
to cross-examine this witness, you have refused to do so and now 
you state specifically that you still refuse to do so, unless and 
until some extra demands be made which are not actually yet made. 
You have not presented a subpoena and yet you still refuse to cross- 
examine this witness and get factual data when you have had this 
opportunity. That has actually been going on all day long and some 
of yesterday. 

"Now, do you propose to proceed, or shall I drop the axe ? 
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"Mr. Leventhal: I would like to request the data which has been 
described by the witness. 

"Presiding Examiner: I asked you a question. Do you propose to 
proceed to cross-examine this witness or are you just going to stand 
on one thing, f I want to see working papers"? 

"Mr. Leventhal: Mr. Examiner, I am now making a request for the 
working papers. 

"Presiding Examiner: I understood that but I asked you a question. 
"Mr. Leventhal: I don’t believe that I can proceed without the 
working papers, but I would like to hold that in abeyance until my 
request for the working papers has been ruled upon. 

"Mr. Hargrove: You were offered the working papers this morning 
under the conditions as specified. 

"Presiding Examiner: I am going to make this rule right now. You 
have had opportunity to cross-examine this witness, Mr. Leventhal, 
and you will have to take up with higher authority any further oppor¬ 
tunity to cross-examine this witness. " 

The epilogue of this matter is that Texas Eastern furnished the work 
sheets, and the barge intervenors, by dint of careful examination thereof, 
were able to present evidence after the Christmas recess showing that 
Mr. Goodrich’s conclusions were not justified. The Presiding Examiner 
in his decision did not even consider the evidence introduced by the barge 
intervenors on these matters. His failure to do so is discussed below. 

5. Counsel for barge intervenors sought to cross-examine Witness 
Marvin, sponsor of Exhibit 33, as to whether his methods of computing 
cost of service on the Kosciusko Line in Exhibit 33 could be used to com¬ 
pute costs on the whole system of Texas Eastern, including the Little 
Inc. The following ensued (Tr. 898-900): 

"By Mr. Leventhal: 

"Q. Did I understand you to say before that in general, in terms of 
the approach that you have to this problem of computation, that even 
having less information than you have here on this sheet—this is 
about a different system; as an expert you testified about how you 


would construct a hypothetical analysis; that having in mind the an¬ 
nual deliveries, the maximum day deliveries, the horsepower in¬ 
stalled, and the miles of line, you could calculate a cost of service 
for that system, excluding of course cost of gas purchased? 

"Is that right? 

"Presiding Examiner: I am going to have to step in here. You are 
doing exactly the same thing. 

Tt In fact, I have been wondering why the objections did not 
come earlier. 

TT What this witness could do had nothing to do with what he has 
done and is not cross-examination. 

"The man is a highly trained engineer. There are ten thousand 
computations he could make. 

"Mr. Leventhal: Well, Mr. Examiner, the question is— 

"Presiding Examiner: Let’s not argue about it. Ask another ques¬ 
tion. I understand perfectly what you are doing. I am ruling on it. 

So let’s not argue about it. 

"Ask another question. Ask about something the witness has 
testified to. He has not testified to all the possible things he could 
have done which he did not do. 

"Mr. Leventhal: Mr. Examiner, I would like to cite legal author¬ 
ity at this point so that no question would be raised later that I 
tried to provoke error or failed to call authority to your attention. 

"And I specifically call your attention to the case of Beau¬ 
mont Broadcasting Corporation versus Federal Communications 
Commission, 202 F 2d 306; case decided by the United State Court 
of Appeals for the District of Columbia; Second Circuit (sic), on 
June 26, 1952. 

"The sense of that case is— 

"Presiding Examiner: We don’t need you to digest the case. We 
can read law. The record shows what it is. That is enough. I 
appreciate it. Now let’s ask the next question. ’’ 
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6. Mr. George T. Naff, President of Texas Eastern testified as the 
witness charged with primary responsibility in the formulation, interpre¬ 
tation and explanation of the various policy considerations weighed by 
Texas Eastern in deciding to file the instant application. Questions to 
other witnesses which bore on policy were deferred for handling by the 
’’policy” witness. Yet the Presiding Examiner refused to permit barge 
intervenors effective cross-examination of Mr. Naff on policy matters. 

At the commencement of his cross-examination by counsel for barge in¬ 
tervenors, Mr. Naff testified that the application contained no statements 
inconsistent with the policy of the company. Tr. 1323. Counsel for 
barge intervenors then requested that the application be received in evi¬ 
dence by reference. After a colloquy among counsel and the Presiding 
Examiner, the latter reserved his ruling, and the following oc¬ 
curred (Tr. 1335 ff): 

’’Now proceed with cross-examination, please. 

”1 might observe this, and I started to do it beforehand, but 
I didn’t want to seem harsh. Now that you have already walked into 
just exactly what I feared, I am going to warn you: The question you 
asked with regard to the application was beyond the scope of direct 
testimony. Now, hereafter I want you not only to ask questions 
within the scope of this man’s direct testimony, but I want you to 
tell me why it is and where it is and I don’t want you to ask it until 
you can show me where. We are going to recess for ten minutes. 
You can get ready to cross-examine under the rules. ” 

(Whereupon, at 11:10, a recess was taken until 11:40 a. m.) 
’’Presiding Examiner: The hearing is reconvened. I had a cup 
of coffee and did a little thinking about the situation we find our¬ 
selves in and I want to make this comment and I am also going to 
strike the question that was asked this witness and the answer there¬ 
to. I am going to strike the identifications that have been made and 
the offers and the reason is thisr In my judgment, there is nothing 
more fundamental in a fair trial in the long history of the develop¬ 
ment of the principles by which a fair trial is conducted than the 
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maintenance of examination and cross-examination and redirect and 
recross within the channels set by the long history of American, and 
as far as that goes, English procedural law. 

"Those principles are so fundamental and so simple that, of 
course, it is surplusage to put them on any record. It is almost 
an insult to the intelligence of counsel to state them, but I am going 
to state them by reason of the fact that they are persistently violated. 
I don’t believe by reason of ignorance. 

"Now, the principle is that the right to cross-examine is the 
right to probe that which a witness has said on direct examination, 

and nothing more. That becomes, therefore, a narrowing process. 

* * *" 

The Presiding Examiner apparently considers that cross-examination 
may probe and test the direct only upon its assumptions and within its 
four corners. He continued (Tr. 1338): 

"Now, coimsel for River Company, Inc., has an opportunity 
to cross-examine this witness and that means cross-examine, and 
to be perfectly specific, it means that starting at page 1249 and 
ending at page 1297, he will find the direct testimony of this wit¬ 
ness and the total direct testimony of this witness, and his ques¬ 
tions must be within the scope of the statements of this witness on 
the stand, on those pages, and I will ask his assistance, therefore, 
to point out therefore, exactly what he is talking about on one of 
these pages. 

"That brings us to the point I said before and we start with a 
clean sheet. 

TT When the time comes and in appropriate manner you can 
talk about introducing exhibits. You are now cross-examining. 

"Mr. Chapman: You said you are striking the first question 
that Mr. Leventhal asked. 

"Is that the question directed to Mr. Naff in which he asked 
him if he was aware of the contents of the application ? 
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’’Presiding Examiner: Yes, and all that he asked about this witness 
to date, I am striking everything he has asked this witness to date 
because it has not been beyond the scope of his direct testimony. 

He did not testify with regard to the application in any manner. 

’’Now start your cross-examination now. We have wasted 
this much time. We are back on the track. 

”Mr. Leventhal: Mr. Examiner, I wish to take exception to— 
’’Presiding Examiner: You don’t need to take exceptions under our 
rules as is perfectly clear in the rules. Start your cross-e xamine - 
tion. I don’t want an argument. 

”Mr. Leventhal: A statement of law— 

’’Presiding Examiner” I don’t want an argument. You don’t need 
to write a brief. I am not going to hear one. Please cross- 
examine this witness or you will be in the same position you were 
with Mr. Goodrich which was you refused to do it. 

”If you want to cross-examine, say so and don’t waste time 
getting there. You have an opportunity to cross-examine this wit¬ 
ness. 

”1 have given you the pages ion which his testimony appears. 
Please proceed now. ’’ 

7. In the course of cross-examining Witness Naff respecting the 
formulation by Texas Eastern of its plans to convert the Little Inch to the 
carriage of petroleum products, the following occurred (Tr. 1347-1350): 
”By Mr. Leventhal: 

”Mr. Naff, was the policy of the company with respect to conver¬ 
sion project reported to the stockholders at the annual meeting? 
’’Presiding Examiner: I don’t think there is any testimony with 
regard to the annual meeting. That is not within the scope of the 
direct testimony. 

”Mr. Leventhal: Mr. Examiner, may I be heard in support of the 
question which I put to the witness ? 

’’Presiding Examiner: Yes, if you can show me where he talked 
about the annual report in his direct testimony, I will let you ask 


the question about it. Otherwise, I don’t need an argument. All I 
want is facts. I don’t find it in his direct testimony. Maybe it is 
there. If you can point it out, fine; otherwise go to something else. 
’’Mr. Leventhal: Mr. Examiner, I wish to be heard briefly on the 
legal foundation for this question. 

’’Presiding Examiner: You have no legal foundation. It is not within 
the direct. Show me where it is in the direct and you don’t need a 
legal foundation. There is only one legal foundation you can show 
me and I have asked you to show it to me. 

”Mr. Leventhal: I wish to supply the legal foundation that it is 
within the scope of the direct although there is no reference in the 
direct to a stockholders meeting. 

’’Presiding Examiner: You have been heard. Now go ahead with 
your question. 

”Mr. Leventhal: I have not been heard. I am asking for permission- 
’’Presiding Examiner: You have already stated the only reason you 
could give. Go ahead. I don’t even want to hear that because I 
have already ruled. 

”Mr. Leventhal: I feel in fairness to myself, especially since— 
’’Presiding Examiner: That is what I am trying to be, fair to the 
whole hearing, you included. 

”Mr. Leventhal: —since the Examiner has seen fit to say that my 
questions were not based upon ignorance, that it is my understand¬ 
ing that the rule of the scope of cross-examination permits reason¬ 
able latitude upon cross-examination into the subjects raised on 
direct and not to specific items raised on direct. 

’’Presiding Examiner: [ To Reporter] Please take no further from 
him. You can write that in your brief. We are not taking the time 
to argue these points. I have been instructed by this Commission 
to hold these hearings within the scope. The place for a brief is on 
separate paper at a separate time. 

”Mr. Leventhal: Mr. Examiner, may I ask for clarification of your 
statement that you have been instructed by the Commission to hold 
this within the scope ? 
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’’Presiding Examiner: No, you cannot. Go and check the regula¬ 
tions. 

”Mr. Leventhal: Is there anything outside the regulations? 

’’Presiding Examiner: Please go to the regulations and continue 
your cross-examination and not continue the argument with the Ex¬ 
aminer., 

”Mr. Leventhal: I wish to lay a foundation for an argument— 
’’Presiding Examiner: We are off the record and the hearing is re¬ 
cessed until Mr. Leventhal decides to get back within the scope of 
the hearing. 

(Recess) 

’’Presiding Examiner: The hearing is reconvened. Counsel has 
informed me he is ready to proceed with cross-examination. 

Mr. Leventhal: Mr. Examiner, I am proceeding along the lines 
of your ruling, without consenting that that provides me an ade¬ 
quate opportunity for cross-examination. 

8. The Presiding Examiner thus restricted cross-examination to 
the exact items stated by the witness on direct, without allowing neces¬ 
sary latitude for probing their accuracy. 

Indeed the Presiding Examiner went so far as to require counsel to 
ask his questions in terms of the identical phraseology used by the wit¬ 
ness on direct. (See Tr. 1350 ff): 

”By Mr. Leventhal: 

”Mr. Naff, you asserted and introduced, or I believe it was intro¬ 
duced in connection with your testimony, namely Exhibit 36, that even 
if the products pipeline—even if the Little Inch as a petroleum prod¬ 
ucts pipeline, were not successful, it would not injure the financial 
stability of the addition of the company — (sic) 

’’Presiding Examiner: Did you use the words ’not successful’ ? 

’’The Witness: I don’t recall, sir.. 

’’Presiding Examiner: I don’t either. 

”Mr. Leventhal: Let me rephrase that to ’even if the Little Inch as 

* 

a product pipeline could not produce revenues equal to the cash 
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expenses 1 , that would not impair the financial stability of the com¬ 
pany. Isn’t that correct” 

’’Presiding Examiner: Did you make such an assumption ? 

’’The Witness: I did make such an assumption. My recollection is 
that I said it would not impair the financial stability of the company 
to meet its obligations, though, of course, it would impair the 
amount available for the common stockholders. 

”Mr. Leventhal: I understood that. 

’’The Witness: That is only from recollection, Mr. Leventhal. 
’’Presiding Examiner: I don’t find that particular statement even, 
as to the equal of cash. The assumptions are made perfectly clearly, 
they are on pages 1273, 1274 and possibly beyond. Stay within the 
assumptions the witness made, please. ” 

9. In regard to questions concerning the oil products line, the 
Presiding Examiner refused to permit counsel for barge intervenors to 
cross-examine even within the narrow limits he himself set, i. e., when 
the pages of direct testimony were specified. See Tr. 1362 ff: 

”By Mr. Leventhal: 

”Q. Now Mr. Naff, you have testified that it would be wholly un¬ 
realistic to make either the assumption shown in page 2 of Exhibit 
36, or the assumption shown on page 1 of Exhibit 36, which assump¬ 
tion was that, if I am correct, that the revenues [ from the opera- 
tion of the Little Inch as a products line] would only cover the op¬ 
erating expenses, depreciation, and the allocation for interest. 

You have stated that each of these assumptions was wholly unrealis¬ 
tic, is that correct ? 

"A. I am sure that is. I don’t have the record reference. 

”Q. I refer you to 1274. 

”A. I am certain you are correct, sir. 

’’Presiding Examiner: It is at line 22 and 23 of page 1273. 

"By Mr. Leventhal: 

”Q. Whether that assumption is realistic or unrealistic depends on the 
products carried in the product pipeline ? 
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"Mr. Hargrove: I object. 

"Presiding Examiner: Objection sustained. 

"Mr. Hargrove: The statement was as I regarded as whoUy un¬ 
realistic. 

"Presiding Examiner: Objection sustained. 

"By Mr. Leventhal: 

"Q. Mr. Naff, when you say that you regard this assumption as 
wholly unrealistic, you have in mind certain assumptions as to 
the volumes carried, which would be carried in the Little Inch or 
the products pipeline ? 

"Presiding Examiner: Same objection, same ruling. 

"Mr. Leventhal: I don't understand the nature of the objection. 
"Presiding Examiner: The objection is all you are doing is re¬ 
stating the same thing that has already been ruled on, just other 
words—the same thing. 

"Mr. Leventhal: I am sorry, Mr. Examiner. 

"Presiding Examiner: This is the same line we have had all the 
time. We are not going into the oil pipeline. It is not in issue. 
Let's go ahead. 

"Mr. Leventhal: This is certainly within the scope of the direct. 
"Presiding Examiner: Up to a point, and we have reached that 
point. 

"Mr. Leventhal: Is this, Mr. E xaminer, an application of your 
fractions or corollaries rule?* 

"Presiding Examiner: I don't know what that is; they are too big 
words for me. I just used simple words. 

"Mr. Leventhal: I see. Well, referring to— 

The Presiding Examiner used this term in his order dated January 5, 
1955, denying application of barge intervenors for subpena of Texas 
Eastern's products line study submitted to the prospective bond 
purchasers (later introduced as Exhibit 38). The order stated that 
whether Texas Eastern should engage in the products transportation 
business, is not at issue in the proceeding, and "the same is true 
of all the fractions and corollaries of that question. " 
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’’Presiding Examiner: You don’t need to refer to anything. Just go 
ahead with your cross-examination. It doesn’t matter whether it is 
or whether it isn’t, whether it is previous ruling or whether it is not. 
”Mr. Leventhal: I would like to have a clarification for guidance, 

Mr. Examiner. 

’’Presiding Examiner: I am not going to hear you any more, Mr. 
Leventhal. I will take you off the record in just a minute. I have 
told you to go ahead with your cross-examination. You don’t cross- 
examine the Examiner. That doesn’t contribute to the hearing. I 
am not on the witness stand. You have got a witness. He is enough, 
isn’t he, at one time? Most lawyers think so. ” 

10. The Presiding Examiner limited counsel for barge intervenors 
on cross-examination of Witness Naff respecting his direct testimony that 
the construction of the South Louisiana line was an ’’Operational necessity” 
to Texas Eastern (Tr. 1388-1390): 

”By Mr. Leventhal: 

”Q. Now you testified that tying together the two southern points 
of your system where you purchased gas is an operation necessity. 

”1 refer you to page 1262 of the transcript. 

”A. Yes. 

”Q. The last line on the page. You would regard that as an over¬ 
statement, wouldn’t you, Mr. Naff, really? It is called an opera¬ 
tional necessity. 

’’Presiding Examiner: Let’s don’t now. He has spent three pages, 
beginning at 1254, working on that very first point, and he already 
said, ’’Operational flexibility” as a synonym of the other, so you are 
not really cross-examining on the spirit of his testimony, to play 
around with the words. 

”By Mr. Leventhal: 

”Q. Did you mean by operational necessity only the same thing as 
you later mean by operating flexibility ? 

”A. Yes. 
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"Presiding Examiner: I am going to have to rule that this is all 
repetitious if you don’t get some meat here, because we haven't 
gotten a thing in the world in the last half hour, not a thing. 

"I am going to have to put a limit on this. There is just a 
limit to which you can chew over the same cud. 

"Mr. Leventhal: I have a point to make here which I will have to 
let to until after the recess, because it requires a reference that I 
can’t put my finger on at the moment. 

"Presiding Examiner: We are going to be through pretty soon, Mr. 
Leventhal, you and I, on this cross-examination. 

"Mr. Leventhal: Now— 

"Presiding Examiner: I am saying this at a time when there has 
already been practically the entire day spent, except what was 
wasted, on just this one thing, which I assure you would-not - and what 
has been obtained could have been obtained legitimately in less than 
two hours and I am saying it at a time on the record when anybody 
else can read it and evaluate it, so I am not sticking my neck out. 

I am doing some evaluation which is my job and anybody else 
can look at it and test it, so we are just about through. 

"Now get into something that has some meat if you want to get 

it. " 

The importance of latitude on this subject, rather than pressure and 
harassment, is brought out by the importance Mr. Naff attached to the 
operational considerations, and by the desire of barge intervenors to show 
that the advantages of the Tie Line were not dependent upon abandonment 
of the Little Inch. These matters are discussed in some detail below. 

11. Throughout the hearing the Presiding Examiner, in limiting 
cross-examination, stated that counsel for barge intervenors was repeti¬ 
tious and dilatory. Discussion of this point in detail would require so 
huge a repetition of the transcript as to be unwarranted. This was, how¬ 
ever, part of the Presiding Examiner’s method of restricting counsel for 
barge intervenors. In the cross-examination of Mr. Naff, a key policy 
witness, the Presiding Examiner erupted (Tr. 1393-4): 
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"By Mr. Leventhal: 

TT Q. Mr. Naff, you stated that— 

"Presiding Examiner: Let me, before you get started, tell you 
what we are going to do. We are going to give you a chance now for 
five more questions and if they are repetitious, you are through. 

You have got to call a halt somewhere. There is no use sitting here 
all day and having the same stuff that is already on the record three or 
four times. 

"I will give you a recess right now if you want it. 

"Mr. Brunner: I think it might be well to take a little recess at 
this time. 

"Presiding Examiner: We will recess at this time so we can get 
some stuff instead of a lot of repetition and re-hash. " 

Shortly after the recess the Presiding Examiner stated (Tr. 1406): 

"Now, you are just about at the end of your cross-examina¬ 
tion, Mr. Leventhal. I am both carrying the watch and the number 
of questions. You have not made any ground. You are not getting 
any facts, you are not producing a record. Your status in this 
hearing is that of a person whose participation may be in the public 
interest. What is going in this record isn’t in anybody’s interest, 
including your own clients. Therefore, the process is going to 
stop very soon. Get yourself squared around and get a few ques¬ 
tions that have some real bearing on this case, get them asked and 
answered because you are going to be through in a few minutes. 

The Presiding Examiner’s comments were unwarranted—as can be 
determined from a reading of the examination of Mr. Naff, or any other 
part of the record. 

Counsel for barge intervenors was put under a real handicap, not 
only being denied customary and necessary scope in his questions, but in 
addition being required at every juncture to run the risk of irascible ad¬ 
monishment. 

12. The Presiding Examiner arbitrarily foreclosed cross-examina¬ 
tion by prematurely and improperly invoking the rule that cross-examina¬ 
tion must be within the scope of direct examination. In this case the 
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rule was used in effect as a means of giving legal color to an improper 
refusal to permit counsel to probe the conclusions stated in direct testi¬ 
mony. 

An example, in addition to those noted above, follows: 

"By Mr. Leventhal: 

"Q. Mr. Naff, the data which I believe are attached to the appli¬ 
cation show that--I think this is also in the hearing exhibits— 
show that even without conversion, Texas Eastern is projecting 
income, say, for 1959 of about 6. 53 percent on investment, the 
figures being utility income shown—this is without conversion—of 
$19, 897, 000, and the rate base being $304, 000, 000. 

"Presiding Examiner: Show me where his direct testimony relates 
to this matter. 

"Mr. Leventhal: I am e^loring-- 

"Presiding Examiner: I realize you are. That is just what I am 
trying to stop. I am trying to get cross-examination instead of gen¬ 
eral exploration, so show me where it comes within his direct right 
quick." (Tr. 1406-7.) 

This was clearly prejudicial error. As Justice Stone said ( Alford v. 
United States , 282 U.S. 687, 692): 

"Counsel often cannot know in advance what pertinent facts may be 
elicited on cross-examination. For that reason it is necessarily 
exploratory; and the rule that the examiner must indicate the pur¬ 
pose of his inquiry does not, in general, apply. (Citation.) It is 
the essence of a fair trial that reasonable latitude be given the 
cross-examiner, even though he is unable to state to the court what 
facts a reasonable cross-examination might develop. " 

See Carter Products, Inc , v. Federal Trade Commission , (C. A. 

9th, Jan. 19, 1953): 

"Neither counsel nor the judge can know in advance what chinks may 
be disclosed in the armor of the ejqjert or what frailties revealed in 
his premises." 
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13. The atmosphere in the hearing room, the attitude of the Pre¬ 
siding Examiner, his failure to extend even routine amenities, is indi¬ 
cated by the incident at Tr. 1538-1541, when counsel for barge interven- 
ors requested a 5-minute recess. 

"Q. Mr. Naff, you referred to an additional application which the 
company intends to file within the next few weeks. May I ask what 
the volumes contemplated by that application are ? 

"Presiding Examiner: The question is repetitious. * You do not 
need to answer it. In addition, it is beyond the scope of this hear¬ 
ing. We are not here to try an application that has not been made. 
Mr. Leventhal, I would appreciate if you will use normal brain¬ 
power that you normally have and screen these questions out. I have 
already mentioned on this record that to continue to butt your head 
against the walls of the Examiner’s rulings, which have been con¬ 
scientiously made, right or wrong, is contemptuous of this forum. 

I will therefore, have to take action under these regulations which 
are in my hands to do. I would regret to have to do it. 

"Now, please, therefore, use just plain common sense and 
ordinary legal ability, and I am sure you have more than both. Now 
you ask your next question or say you are through, one of the two. 
"Mr. Leventhal: I would like a 5-minute recess, Mr. Examiner. 
"Presiding Examiner: We are going to recess shortly. 

"Mr. Leventhal: The Examiner’s tone of voice and pre-emptory 
nature with respect to me make it difficult for me to control myself. 
"Presiding Examiner: That is a lot of hokum. I talk to you like 
everybody else and nobody has the jitters and you don’t appear to 
have them. The truth of the matter is you are making a tactic of 
that. I would like to call on Staff Counsel. 

"Is my attitude in such a manner as to make this man incapable 
of trying his case ? 

* The prospective application was first referred to by Mr. N aff earlier 
in the day (Tr. 1446) without any mention of volumes, and was not 
the subject of any subsequent questioning. 
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"Mr. Brunner: I think he is very capable and I don’t think your manner 
has in any way changed his ability. 

"Presiding Examiner: What is your attitude, Mr. Hargrove ? 

"Mr. Hargrove: I am persuaded Mr. Leventhal is a very capable 
cross-examiner. 

"Presiding Examiner: Mr. Kirby, you have seen my judgment in 
this case, what is your opinion of it ? You are a customer and able 
to judge in a wide sense of the word. 

"Mr. Kirby: I happened to be out when this current discussion took 
place. 

"Presiding Examiner: He is saying this is true all over. This is 
just a tactic on his part. I have had these before. Let’s just smoke 
it out. 

"Mr. Kirby: Mr. Examiner, I am afraid I can’t say what his per¬ 
sonal feelings are, whether or not he feels he is so nervous he 
can’t continue at the moment. If that is the discussion, I would 
rather not comment On it sir. 

"Mr. Rea: Mr. Examiner, I am also counsel in this case and I 
personally know a good deal about Mr. Leventhal. I know, as 
everybody else agrees, he is extremely capable at cross-examining. 
"Presiding Examiner: We will recess— 

"Mr. Rea: May I complete my statement? I think he is an extreme¬ 
ly able lawyer and cross-examiner. I think your conduct throughout 
this hearing has made it extremely difficult. 

"Presiding Examiner: We will recess until 10 o’clock tomorrow 
morning so you can have additional time to make preparations for the 
ultimate conclusion of this matter. * * *” 

14. The extent to which the Presiding Examiner’s hostility to barge 
intervenors closed his mind against their position and their case is illus¬ 
trated by the following comment respecting the evidence of barge inter¬ 
venors’ Witness Seymour, made before he had testified to anything other 
than purely preliminary matters and his qualifications (Tr. 2079): 
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’’Presiding Examiner: Let’s proceed as rapidly as possible, now. 
There is not tremendous weight in this material in any event, and 
I say that deliberately. I don’t want to waste a lot of time on it. 

I want you to have your day, but I want to get it over with, expedi¬ 
tiously. ” 

15. Other instances of impropriety clearly prejudicial to barge 
intervenors could be multiplied at length. They cannot all be set out 
herein. We are aware that already these exceptions are unusually long, 
although their nature requires a minimum of presentation from the Rec¬ 
ord. We therefore shall proceed to a final situation, —the occurrence at 
the last session of the hearing. 

After all parties had rested their cases, the Presiding Examiner 
allowed his hostility against barge intervenors and their counsel to run 
away with him. The Presiding Examiner called Mr. Leventhal as the 
Examiner’s own witness, Tr. 2248-9. Mr. Leventhal inquired for what 
purpose (see Tr. 2249): 

’’Presiding Examiner: For the purpose of qualifying you for giving 
the testimony you have given as a lawyer. ” 

The Presiding Examiner was referring to Mr. Leventhal’s state¬ 
ment, at Tr. 2150 ff, offering Exhibit 65 (Affidavit of Texas Eastern’s 
vice-president Brockschmidt) in evidence. Mr. Leventhal had described 
the particular passage which he considered relevant as marking an incon¬ 
sistency with Texas Eastern’s Exhibit 38 (Tr. 2154-5). 

The examination proceeded (Tr. 2249 ff): 

”Q. The first question I will ask you is where are your qualifica¬ 
tions as a lawyer, give us your own description of them. 

”A. I am admitted to practice in the District of Columbia. 

”Q. How about your education and e^qperience, perhaps that would 
help. 

”A. I am a graduate of Columbia— 

”Mr. Rea: Mr. Examiner, may I inquire what the purpose of this 
is? 
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"Presiding Examiner: The purpose of this is to arrive at what facts 
he intends to put before this Commission, and what facts he intended 
to put before this Commission when he testified as a lawyer and not 
as a witness. He is now a witness, and I propose to give him an 
opportunity to determine what facts he wants to testify to. ” 

The rest of the examination appears at Tr. 2250-2279. Reference 
may be made to the Presiding Examiner’s refusal to permit Mr. Leventhal 
to make an inquiry since he was a witness, not a lawyer (Tr. 2253), and 
to his denial of Mr. Rea’s request for a 5-minute recess to consult with 
the witness (Tr. 2253). 

The Presiding Examiner stated (Tr. 2254): 

"Presiding Examiner: The recess will come as soon as we have 
got this started, so we will know where we are going. It will help 
you, as much as me. I am trying to straighten out a matter which I 
am positive is in improper posture before the Commission by rea¬ 
son of your actions. If you can straighten it out, fine. 

There is little point in rehashing the legal question whether the Pre¬ 
siding Examiner was correct in his insistence that certain additional legal 
formalities should have been observed in offering the Brockschmidt affi¬ 
davit in evidence, or whether Mr. Leventhal acted properly, as he thought 
at the time and still believes, in setting forth the relevant portion of it, 
stating that he would like to make a short statement as to the purpose of 
the exhibit and to offer it at the same time (Tr. 2150). 

If the Presiding Examiner had raised the question the previous 
day in ordinary course, Mr. Leventhal would have been ready to comply 
with the Examiner’s predilection as to procedure. Indeed, Mr. Leventhal 
stated from the witness chair that he would be happy to do so if the hearing 
were reconvened. The Examiner replied: "You are now on the stand as 
a witness, not to act as counsel. ’’ (Tr. 2264.) 

The examination continued, the Presiding Examiner questioning 
Mr. Leventhal as to his view as to what would be before the C ommission. 
When Mr. Leventhal adhered to his own views, the Presiding E xamin er 
interpolated, e. g., Tr. 2275: "I think this is a pretty poor performance, 
Mr. Leventhal, as a witness; a pretty poor performance. " 
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The Presiding Examiner’s statements that Mr. Leventhal had been 
’’testifying, ”—as contrasted with making an offer of proof as counsel, — 
are a palpable distortion. That was neither the purpose nor the fair 
sense of what transpired the previous day. 

The entire incident was one designed to embarrass counsel rather 
than to protect anyone’s rights or to aid the Commission. Perhaps more 
than any other single incident, it illuminates the Examiner’s hostility 
which, as has been demonstrated, operated to deny a fair hearing in this 
case. 
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EXCEPTION NO, 2 

Barge intervenors except to the Presiding Examinees limitation of 
the issues in the proceedings so as to exclude consideration of and evi¬ 
dence relating to the operation of the Little Inch as a petroleum products 
carrier. (Tr. 2048, et seq., Decision, p. 9, et seq.) 

The barge intervenors made a proffer of proof (Tr. 1735, 1748, et 
seq.) which is attached hereto as an appendix and incorporated herein by 
reference. The proffer was made in general terms so that the Presiding 
Examiner could make a definitive ruling determining the course of the pro¬ 
ceedings, thus avoiding the procedure whereby the scope of the evidence 
to be admitted and the issues to be heard would be determined upon the 
basis of multiple objections (by counsel or sua sponte by the Presiding 
Examiner) and multiple rulings thereon (Tr. 2047-8). This procedure was 
developed following a conference among counsel called by the Presiding 
Examiner for the purpose of expediting the proceeding (Tr. 1544, 1548 ff). 

The propositions which barge intervenors offered to prove, and the 
issues to which they were addressed, are set forth as succinctly as pos¬ 
sible in the proffer of proof attached in the Appendix as part of this ex¬ 
ception. We therefore avoid unnecessary repetition, and merely add out 
deep conviction that the considerations there set forth made it incumbent 
upon the Presiding Examiner and this Commission to receive supporting 
evidence, in order to determine on a full and adequate record whether 

conversion of the Little Inch from natural gas service to petroleum 
products transportation is in the public interest. 

In response to this proffer of proof, the Presiding Examiner ruled 
(Tr. 2048-9, 2053): 

"1. The Natural Gas Act does not delegate to this Commis¬ 
sion the regulation of the transportation of oil or oil products .... 

"2. The possible violation of anti-trust laws to which inter¬ 
venors would address proof is beyond the regulatory authority of 
this Commission .... 

”3. The national defense interests of the United States have not 
been entrusted to this agency of the government in competition with or 
exclusion of other agencies of government more centrally in that mat- 
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"4. Other proof has been addressed to the issue of detriment 
to the general diffused national public interest. . . this alleged 
’public interest’ - which intervenors would have this Commission 
protect ... is not - repeat not - the public interest or the public 
convenience and necessity to which the Natural Gas Act is addressed - 
Section 1 - and which this Commission has been empowered and made 
responsible for regulating and protecting, namely the transportation 
of natural gas in Interstate Commerce, and the sale of natural gas in 
Interstate Commerce for resale to ultimate consumers .... 

’’Therefore, Part n is rejected as proposing testimony, to 
come down to the words of technique, irrelevant and immaterial to 
any issues present in this case under the law and regulations. ” 

In his Decision, p. 12, the Presiding Examiner said that ”no proof 
relative to whether the use of the Little Inch System to transport oil prod¬ 
ucts was in the public interest was admitted because no such issue lies 
before this Commission under the Natural Gas Act or any law interpre¬ 
tive of the Act or of the Commission’s authority or duty as delegated by 
Congress. ” 

4282 We submit that the Presiding Examiner erred. Although agencies of the 

United States such as the Federal Power Commission have primary respon¬ 
sibility in a defined area of the public interest, they cannot discharge their 
responsibility in their particular or respective areas in isolation, without 
taking into consideration basic policies of the United States. Breadth of 
vision and approach is expected of the Federal Power Commission in view 
of its broad mandate from Congress to exercise its functions in furtherance 
of the ’’public convenience and necessity. ’’ This is not only good sense, it 
is good law. 

For example, the decisions of the United States Supreme Court 
c learly demonstrate that the policies underlying the antitrust laws are to 
be taken into account by administrative agencies in exercising their regu¬ 
latory functions in the public interest. In National Broadcasting Co . v. 

United States, 319 U.S. 190, 63 Sup. Ct. 997 (1943), unholding the chain 
broadcasting regulations of the Federal Communications Commission, 
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the Supreme Court specifically rejected the contention that the Commis¬ 
sion had exceeded its regulatory power and had acted ultra vires in con¬ 
sidering the antitrust laws. 

The Supreme Court held first that the Commission's licensing func¬ 
tions "cannot be discharged, merely by finding that there are no techno¬ 
logical objections to the granting of a license. " (319 U. S. 216.) The 
Court pointed out that the "public interest" required a larger frame of 
reference: 

"The Act itself establishes that the Commission's powers are not 
limited to the engineering and technical aspects of regulation of 
radio communication. Yet we are asked to regard the Commission 
as a kind of traffic officer, policing the wave lengths to prevent 
stations from interfering with each other. But the Act does not 
restrict the Commission merely to supervision of the traffic. The 
facilities of radio are not large enough to accommodate all who wish 
to use them. Methods must be devised for choosing from among the 
many who apply. And since Congress itself could not do this, it 
committed the task to the Commission 

"The Commission was, however, not left at large in performing this 
duty. The touchstone provided by Congress was the 'public interest, 
convenience, or necessity’, a criterion which 'is as concrete as the 
complicated factors for judgment in such a field of delegated author¬ 
ity permit.'" (319 U. S. at p. 215) 

The Court went on to uphold the Commission's action in terms of the 
policies of the antitrust laws, saying (319 U. S. at 223): 

"Alternatively, it is urged that the Regulations constitute an ultra 
vires attempt by the Commission to enforce the anti-trust laws, and 
that the enforcement of the anti-trust laws is the province not of the 
Commission but of the Attorney General and the courts. This con¬ 
tention misconceives the basis of the Commission’s action. The 
Commission's Report indicates plainly enough that the Commission 
was not attempting to administer the anti-trust laws: 
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” ’The prohibitions of the Sherman Act (15 U. S. C. A. 1-7, 15 note), 
apply to broadcasting. This Commission, although not charged with 
the duty of enforcing that law, should administer its regulatory powers 
with respect to broadcasting in the light of the purposes which the 
Sherman Act was designed to achieve. * * *” 

In McLean Trucking Co-, Inc , v. United States , 321 U. S. 7 (1944), 
the Supreme Court held that the Interstate Commerce Commission, in 
passing upon a proposed merger of two motor carriers, must take into 
account the policies of the antitrust laws. The Court recognized the prob¬ 
lem arising from the fact that the Commission is charged with the enforce- 
4284 ment of the Interstate Commerce Act, but ’’has no power to enforce the 
Sherman Act as such. It cannot decide definitely whether the transaction 
contemplated constitutes a restraint of trade or an attempt to monopolize 
which is forbidden by that Act. ” 321 U. S. at 79. Nevertheless, it said: 

’’But in executing those policies [ of the Interstate Commerce Act] the 
Commission may be faced with overlapping and at times inconsistent 
policies embodied in other legislation enacted at different 

times and with different problems in view. When this is true, it can¬ 
not without more ignore the latter . The precise adjustments which it 
must make, however, will vary from instance to instance depending 
on the extent to which Congress indicates a desire to have those pol¬ 
icies leavened or implemented in the enforcement of the various spe¬ 
cific provisions of the legislation with which the Commission is pri¬ 
marily and directly concerned. Cf. National Broadcasting Co., Inc , 
v. United States, 319 U.S. 190, 63 S. Ct. 997, 87 L.Ed. 1344; New 
York Central Securities Corp . v. United States , 287 U.S. 12, 53 S. Ct. 
45, 77 L. Ed. 138.” (Emphasis supplied.) 

Even in statutes which do not specifically confer discretion upon an 
administrative agency in terms as broad as public interest, conven¬ 
ience, or necessity, it has been held that the agency must carry out its 
functions in the light of basic policies of the Congress expressed in other 
legislation. See Southern S. S. Co. v. National Labor Relations Board, 


316 U. S. 31, 47 (1942), in which the Supreme Court discussed the authority 
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of the National Labor Relations Board to order an employer to re-instate 
striking seamen without considering the possible illegality of their conduct 
under the mutiny statutes. 

The Court said: 

’It is sufficient for this case to observe that the Board has not been 
commissioned to effectuate the policies of the Labor Relations Act so 
single-mindedly that it may wholly ignore other and equally important 
Congressional objectives. Frequently the entire scope of Congres¬ 
sional purpose calls for careful accommodation of one statutory scheme 
to another, and it is not too much to demand of an administrative body 
that it undertake this accommodation without excessive emphasis upon 
its immediate task. ” (Emphasis supplied.) 

The position of the Presiding Examiner might be tenable were Texas 
Eastern merely proposing, entirely independently of its natural gas busi¬ 
ness, to engage in the business of transporting petroleum products. How¬ 
ever, where, as here, the proposal is to abandon a natural gas facility 
under the jurisdiction of the Commission for the specific purpose of con¬ 
verting it to the carriage of petroleum products, a proposal which requires 
the approval of the Federal Power Commission, the Commission cannot 
shut its eyes to the question whether approval would be in the overall pub¬ 
lic interest. 

For example, is the Federal Power Commission to be indifferent to 
the matter that Texas Eastern would be simultaneously engaged in conflict¬ 
ing enterprises ? (Proffer, par. 3, 7a.) This is inconsistent with the 
wholehearted discharge of its duties as a natural gas company certificated 
to serve the public interest under the Natural Gas Act. 

Again, is the Federal Power Commission indifferent to the fact that 
it is Texas Eastern’s position as a natural gas company, with attendant 
financial strength, assured earnings, and protection from free competition, 
which is the root sustaining its projected reach into the products transpor¬ 
tation business, and permitting sheltered, unequal and hence unfair com¬ 
petition, resulting ultimately in the monopolization of the products trans¬ 
portation market? (Proffer, par. 7b, d.) Indeed Texas Eastern’s advantages 
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in the petroleum products transportation market, rooted in its natural gas 
business, will be increased if its application is approved. Approval of this 
application will result in an increase in gas utility earnings. The Com¬ 
mission cannot be indifferent to the fact that its action would give impetus 
to consequences contrary to the public interest in the products trans - 
portation field. 

Again, is the Federal Power Commission indifferent to the fact that 
such consequences to the public interest are dependent upon approval by 
this Commission of the transfer to petroleum products service of a natural 
gas facility, the cost of which has been in large part paid by gas consum¬ 
ers ? 

A glimpse of evidence on these points came into the record willy- 
nilly. Mr. George Naff testified that Texas Eastern could lose money in 
the petroleum products business without any impact upon its financial 
stability (Tr. 1272 ff). Exhibit 36 was introduced in support of his testi¬ 
mony. His testimony and this exhibit show that if Texas Eastern were to 
lose even $2, 800, 000 per annum in the petroleum products transportation 
business that would be offset by the increase in natural gas earnings re¬ 
sulting from the granting of this application. Any further products losses 
would be cushioned approximately 50 percent by reduction in taxes on 
4287 natural gas earnings. To Mr. Naff this meant he had everything to gain 
and nothing to lose (Tr. 1367). To the barge operators it means: Heads, 
Texas Eastern wins; tails, the barge operators lose. And the basis for 
Texas Eastern’s specially favored position in the petroleum products 
field is the special protection afforded by this Commission under the 
Natural Gas Act to natural gas companies. 

Indeed, Witness Belmont, Texas Eastern’s financial adviser, testi¬ 
fied that Texas Eastern’s ability to launch the products line was rooted 
not only in its credit as a natural gas utility, with protection from the 
Federal Power Commission, but also from the fact that the products 
transportation business could have the benefit of the depreciated Little 
Inch facility (Tr. 1590, 1606), the ’’asset” which this Commission is 
asked to surrender for the natural gas business. 
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The foregoing evidence of Texas Easterns witnesses, is of course 
not a full presentation of this matter. Yet even that shows that Texas 
Eastern’s case is concluded on a question mark rather than an exclama¬ 
tion point. The evidence tendered by the barge intervenors should be 
received and carefully considered before making any determination con¬ 
cerning the public interest in this case. 

The foregoing considerations may be unusual for the Federal 
Power Commission, but unusual problems are to be expected in the regu¬ 
lation of a business as dynamic as that of natural gas transmission. 

What Texas Eastern proposes here may find close parallels in the devel- 
4288 opments of other natural gas companies. It is therefore most important 
that this case of first impression be decided only after consideration of 
all of its facets. The Commission is being asked to approve the diver¬ 
sion of natural gas facilities to petroleum products transportation. It 
must establish appropriate standards for such diversions. The ruling 
of the Presiding Examiner rejecting the Proffer of Proof by the barge 
intervenors deprives the Commission of the facts and expert testimony 
necessary to establish such standards. 
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EXCEPTION NO. 3 
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Barge intervenors except to the refusal of the Presiding Examiner 
to require from Texas Eastern and to receive from barge intervenors 
evidence respecting, and to give consideration to, the future public in¬ 
terest, convenience and necessity, including specifically Texas Eastern’s 
plans to serve the future public interest and the impact of the applica¬ 
tion in the light of future expansion by Texas Eastern. 

1. Section 7 of the Natural Gas Act expressly requires considera¬ 
tion of the future convenience and necessity in the determination of ap¬ 
plication, whether for construction or for abandonment. Texas Eastern 
recognized this when it alleged in its application that its proposal, par¬ 
ticularly the construction of the South Louisiana line, was ’’essential to 
the efficient operations, the flexibility and the future transportation ex¬ 
pense of Applicant’s system. ” 

The Presiding Examiner recognized this to some extent, for he 
concludes that the future public convenience and necessity require the 
construction proposed, Decision, p. 23, and permit the abandonment 
proposed, Decision, p. 25. But while the Examiner opened the door to 
the future in some respects, where that seemed favorable to Texas 
Eastern’s application, he closed it in other respects, where the purport 
was unfavorable to Texas Eastern’s application. 

The Presiding Examiner’s conclusions concerning future public 
convenience and necessity are based essentially on his finding that future 
exgpansions should be accomplished by e^qpansion of the Kosciusko line 
and the construction of the South Louisiana line rather than by expansion 
of the Big-Little Inch Systems. Decision, pp. 19, 20. 

It is submitted that whether the Inch Systems are more or less 
readily and economically expandable than the Kosciusko line with a tie 
line to Beaumont is not determinative of the future public convenience and 
necessity. The question is not whether Texas Eastern can or should ex¬ 
pand the Inch System, but whether it should be permitted to abandon the 
Little Inch, a trunk line now carrying 200, 000 mcf per day. 
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The answer to this question obviously requires a careful considera¬ 
tion of the increased future demands on Texas Eastern's system and vari¬ 
ous alternative means of meeting them adequately at the lowest reasonable 
rates. 

2. That there will be substantial increased future demands is plain. 
Witness Naff testified that he anticipates a rate of growth in terms of 
demands upon the system of from 50 to 100 million feet per day per year 
(Tr. 1384). He further testified that in connection with the increased 
demands which must be met by the fall of 1956 (Tr. 1445), Texas Eastern 
plans '’within a very few weeks" to file "another application, asking for 
authority to increase the compression on the proposed 24-inch line from 

Beaumont to Kosciusko, and asking for authority to make necessary 
additional sales, and at that time, of course, we will project additional 
demand, sales, et cetera, as in any normal certificate case. * * *" 

(Tr. 1446.) 

Exception is taken to the ruling made when counsel for barge inter- 
venors inquired as to the volumes contemplated by the future application. 

An objection to the question was sustained (Tr. 1538). The ruling is set 
forth in paragraph 15 under Exception No. 1. The Presiding Examiner 
erred in the exclusion. 

Evidence as to the plans of Texas Eastern in regard to expansion to 
meet anticipated future needs should indeed have been submitted by the 
Applicant, in order to provide a full and adequate record for considera¬ 
tion by the Commission. In any event counsel for barge intervenors 
should have been permitted to develop these facts upon cross-examination 
of Applicant's president, its policy witness. 

3. In the light of Mr. Naff’s testimony it is clear that Texas Eas¬ 
tern's case in support of its proposal here is not a sufficient presentation 
of the matter to ground the granting of its application. Its entire presenta¬ 
tion is based on the wholly unrealistic hypothesis that its delivery require¬ 
ments will be no greater in 1959 than they are now. It made no showing 
whatever of its plans to meet admitted demands even in the immediate future, 

a future so immediate that it will have become the past before the 
proposed conversion can possibly be accomplished. 
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It is submitted that the type of evidence that Mr. Naff testified Texas 
Eastern would introduce in a ’’normal certificate case” (Tr. 1446, supra) 
should have been required of Texas Eastern here. If this is not a ”Normal” 
certificate case, it is, indeed, such an extraordinary one as to require a 
full presentation to permit the determination of the public interest in 
perspective. It is a wide angle lens and not a peephole that is needed for 
this picture. To ask the Commission to determine that the future public 
convenience and necessity require the granting of the application in the 
absence of such evidence is to ask it, Texas Eastern’s customers, and 
the ultimate consumers to ’’buy a pig in a poke. ” They are asked to per¬ 
mit the Applicant’s system to be reorganized, and to give up an existing 
trunk line of 200, 000 mcf per day of capacity, without an adequate record 
on which to consider how the surrender of that trunk line will affect Appli¬ 
cant’s service and cost of service as related to the known demands re¬ 
quiring increased capacity less than 18 months hence, i. e., before the 
time the conversion project would be in effect. 

4. In compensation for the Little Inch, Texas Eastern’s customers 
and the ultimate consumers are offered only the immaterial finding of the 
Presiding Examiner that expansion is not desirable on the Inch System, 
and Texas Eastern’s basically unsupported assertion that future expan¬ 
sions can be economically made in the absence of the Little Inch 
and cannot be economically made if the Little Inch is retained. 

Witness Naff took the position that the tie line from Beaumont to 
Kosciusko could not be constructed if the Little Inch were retained in gas 
service unless there were ”a massive expansion program in the range, 
let us say, of 300 to 500 million feet per day. Otherwise the facilities 
would not be justified and would run up the cost of service too much. ” 

(Tr. 1254-55). 

Mr. Leventhal asked how Mr. Naff’s conclusion that a connecting 
line required a massive expansion of 300 to 500 million cubic feet per day 
could be reconciled with the fact that the application in Docket G-2503 itself, 
considered for a moment without regard to the abandonment of the Little 
Inch, was tantamount to an expansion program of 200 million feet a day and 
was described as being efficient and economical. (Tr. 1419.) 
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Mr. Hargrove objected to the form of the question, in that it omitted 
the element of abandonment of the Littl6 Inch, and the Presiding Examiner 
directed that the question he rephrased. (Tr. 1419-20.) 

Mr. Leventhal then asked whether, viewed independently, the trans¬ 
mission of 200 million cubic feet of gas through the South Louisiana line, 
and the expansion proposed now for the Kosciusko line, would entail an 
uneconomically high rate. (Tr. 1420.) 

The Presiding Examiner interposed: 

’’Presiding Examiner: You don’t need to answer the question. It is 
on false assumptions. There is iio expansion in this program. Please 
ask a question that has some bearing. I am sure you have an under¬ 
standing of that. You don’t understand it, but I am sure those who read 
the record will. He has answered the question. Please turn to 
something else. 

”Mr. Leventhal: I am sorry. I haven’t made myself clear. 

’’Presiding Examiner: I know that. I am sorry that is so much true. 
”Mr. Leventhal: I would like to ask the question this way: 

”By Mr. Leventhal: 

”Q. Is the cost of transportation of 200 million feet of gas per day 
on the South Louisiana line, and up the Kosciusko line with the ex¬ 
pansions you have proposed in 2503, can that be done at an efficient, 
economical rate of transportation ? 

”A. In light of your (our ?) proposal to abandon the Little Inch line 
from the Gulf Coast to Moundsville, the answer is yes. 

”Q. Now I will ask you this question: Let us suppose you are going 
to keep the Little Inch Line and that you were anticipating an increase 
in demand for gas-- 

’’Presiding Examiner: We are not taking up that hypothesis. It is not 
in the case. 

”Mr. Leventhal: I am exploring. 

’’Presiding Examiner: I realize you are. I tell you that exploration 
is out of order. Go to another question in the direct case. 

”Mr. Leventhal: I want to test the statement that he is making on 
page 1254. 
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"Presiding Examiner: He has already answered that question. I rule 
that it is exhausted. " 

We submit that this was improper curtailment of cross-examination 
on a vital issue in the case. 

5. The Presiding Examiner not only improperly foreclosed cross- 
examination of Mr. Naff on this subject, but he refused to permit barge 
intervenors to introduce evidence to show that in fact future expansion 
could be achieved more economically by retaining the Little Inch than by 
abandoning it. Barge intervenors offered to prove (Appendix, Part I, 
paragraph 1, Tr. 1748, et seq.): 

”1. That Texas Eastern, in now proposing to withdraw from gas 
service the Little Inch, with its substantially depreciated rate base, 
and to use up the relatively inexpensive next stage of expansion in 
the Kosciusko line (by adding stations and compression as proposed 
in G-2503), will in effect be depriving gas consumers of a substan¬ 
tial advantage of the present system. For, in regard to the next 
block of expansion, which would be obtained by additional expan- 
dion of the Kosciusko line (primarily looping) and ejqpansion of the 
South Louisiana line, the cost of service from Beaumont to Connels- 
ville would be significantly greater than that resulting from retention 
of the Little Inch facilities. " 

The Examiner rejected this offer, stating (Tr. 2120, et seq.): 

"* * *We are not going to hear any rebuttal testimony with respect to 
future expansion. That is not an issue in this case. We are not trying 
out whether they get a hundred more, or 300 more, or 274, 000 mcf more. 
We will have no rebuttal on the subject . . . That is my ruling and it 
is specific. " 

* * * 

"We are not trying some future application, and we haven 1 1 tried it in 
the past. We have had some testimony on it, and it had a specific pur¬ 
pose. Rebuttal of that testimony is not in the public interest, it is 
not within your interest, and it will not be heard. " 


257 


4296 


4297 


6. Of a piece with this erroneously narrow view of the Presiding Ex¬ 
aminer was his refusal to permit barge operators to introduce evidence— 

"That there are alternative means of accomplishing the objectives 
[including future expansion at a reasonable cost of service] of Texas 
Eastern which would be more favorable in terms of cost of service. ” 
(Appendix, Parti, par. 2, Tr. 1749.) 

The Presiding Examiner's position apparently is based on the fact that 
Texas Eastern cannot be required to undertake any construction or project other 
than that which it chooses to undertake, i To the Presiding Exa min er this led 
to the conclusion that the Commission is not concerned with alternatives, 
that whether or not Texas Easterns project is the best available is not rele¬ 
vant, and that the Commission must focus its deliberation on the particular 
alternative presented by Texas Eastern. 

This ruling must be taken in conjunction with barge intervenors T proof 
tendered and erroneously excluded, as set forth in paragraphs 6 and 7 of 
this Exception 3. 

The Examiner thus prevented barge intervenors from proving that 
Texas Eastern could obtain the advantages of a tie line in regard to future 
expansion (see Exception No. 4 and paragraphs 6 and 7 of this Exception No. 

3) and could do so at a reasonable cost of service—indeed as indicated in 
paragraph 7, at a lower cost of service. I That is obviously relevant and 
significant in determining whether approval of the application is required in 
the public convenience and necessity. 

The Presiding Examiner entirely misconceived the point. No one is 
suggesting that Texas Eastern be compelled to do anything, or to develop 
its lines in any particular way. But certainly the Commission, in consider¬ 
ing whether an application is required in the public interest, must take into 
account, for example, whether the proposal in the application renders service 
in the most economical way. This is necessary if the Commission is to as¬ 
sure, in compliance with the statutory command, that service is afforded at 
"the lowest reasonable rates. " Natural Gas Act, Sec. 5(a). There is no 
better way, indeed there is no other way^ to assure compliance with that 
statutory command than to consider the alternatives available to the appli¬ 
cant. 
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The barge intervenors submit that alternatives are properly part of the 
subject matter of this hearing and that they are entitled to show that con¬ 
struction of the facilities proposed and abandonment of the Little Inch is 
not required in the present or future public interest. They contend that in¬ 
quiry into alternatives is particularly necessary and appropriate where, as 
here, parties claim that they will be seriously injured by the particular al¬ 
ternative selected, and that this injury is not merely a private hurt but has 
unwelcome consequences so far as the public interest is concerned. 

The barge intervenors claimed not only the right to introduce evidence 
as to alternatives through their own witnesses but also, under the doctrine 
of Beaumont Broadcasting Corp. v. Federal Communications Commission , 
202 F. 2d 306 (D. C. Ct. App. 1952), by cross-examination of Texas 
Eastern’s witnesses. 

Counsel for applicant apparently conceded the subject of alternatives 
was relevant but contended that it was not appropriate for cross-examination. 
Thus when it developed that Texas Eastern’s witness Marvin had made stud¬ 
ies in the past as to possibilities of reducing the cost of service in the Inch 
systems as presently operated (Tr. 341), Mr. Hargrove objected to cross- 
examination as to those studies, or to any other cross-examination as to 
alternatives other than G-2503, but stated: ”Mr. Leventhal, I won’t object 
if you want to bring in any alternatives you want. ” (Tr. 345.) The Examiner 
sustained Mr. Hargrove’s objection stating: 

’’This Commission has no authority to order them to build anything, or 
to pick out an alternative for them. They build what they want to build 

under this Act. ” (Tr. 346.) 

* * * 

’’This objection is sustained and not for any reason stated, exclu¬ 
sively. In fact, I don’t even know that I agree with some of them. 

I am not even going to do more than just state one specific, con¬ 
trolling reason: The Commission has already passed on it and we 
are not going to use this hearing to audit what the Commission has done 
in the past. ” 


* * * 
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M The Commission has passed upon and authorized the creation of this 
new line [Kosciusko line] after the other line [Inch lines] was shown 
to have been exhausted in its capacities. ’’ (Tr. 348. )* 

In ruling upon intervenors’ Proffer of Proof, the Presiding Examiner 
stated (Tr. 2051): 

”* * * I have previously ruled that paragraph 2 of that Part I does 
not propose relevant testimony or material testimony in that it 
proposes to prove that there are other ways for Texas Eastern to do 
that which it proposes to do in its application, that because of the 
absence of the power of this Commission to tell the applicant what 
it should construct, and because its power is limited to passing upon, 
under the provisions set up by law, the exact proposal of the Applicant for 
the construction and operation of facilities, the proof with respect to 
possible better means or alternative means would be of no value and 
would serve no purpose. * * *" 

7. Leap before you look, —that is the end result of the Presiding 
Examiner’s approach. Let the Applicant determine just how the future 
should be considered, how much of it and in what aspects. If Applicant is 
skillful and astute enough in the order in which it files its applications, it 
may carry out an elaborate program without comprehensive review. It may 
show the picture one frame at a time, and no one may inquire as to the scen¬ 
ario. We may not light up the entire program, because Texas Eastern doesn’t 
want complete exposure. 

This is not merely a figure of speech. Texas Eastern’s application 
is obviously an essential part of a long-range program. Whether or not that 
program is in the public interest depends upon an examination of the en¬ 
tire program. 

* The Presiding Examiner declined to specify the ruling he had in mind 
(Tr. 348). It is not clear whether this point is relevant in view of 
the broader ruling by the Presiding Examiner at Tr. 2051, but counsel 
for barge operators has not been able to find any ruling of the Com¬ 
mission that expansion of the Inch lines has been exhausted. 


260 


4300 


If intervenors were customers "we might allow them a little bit of a 
peep into the future. " (Presiding Examiner, Tr. 303-4. ) But since they 
are only competitors, he is apparently ready to determine the public inter¬ 
est without even taking a peep. 

Four months ago Mr. Naff said that Texas Eastern's application 
for expansion on the proposed Beaumont-Kosciusko line would be filed wih 
a few weeks. It has been delayed, —in all likelihood to avoid dramatizing the 
absurdity of the blinders put upon the instant proceeding. 

Another instance of the same technique seems to be developing 
in Docket G-8584, the application for an increase in pipeline capacity 
filed by Wilcox Trend Gathering System, Inc. (a subsidiary of, and con¬ 
trolled by, Texas Eastern). It is palpable that Texas Eastern is laying 
the groundwork for an application in expansion in Texas Eastern’s capacity. * 
A regulatory commission cannot be limited in its vision to that which 
a regulated company chooses to put before its nose. Texas Eastern cannot 
be permitted to "leapfrog” and "jockey” its applications so as to proceed in 
easy stages on a long journey without ever submitting its itinerary, or per¬ 
mitting consideration whether it has taken the shortest and best road. 


* Texas Eastern’s letter of March 30, 1955 (Exhibit X-3 to Application 
Docket G-8584), advises: "We wish to make it clear that. . . Texas 
Eastern anticipates further sales expansion" although Texas Eastern 
insists that the application is warranted "even if [Texas Eastern] 
never undertakes an additional sales expansion program. " 
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EXCEPTION NO. 4 

The barge intervenors except to the determination of the Presiding Ex¬ 
aminer that the granting of the application is in the public convenience and 
necessity because the construction of the South Louisiana line would pro¬ 
vide Texas Eastern increased flexibility of operation. Decision, pp. 17, 18. 
Such a determination cannot be made on the limited record permitted to be 
made by the Presiding Examiner. 

1. The Presiding Examiner’s decision in this respect proceeds on the 
ground that the tie line would give Texas Eastern an integrated system or grid 
in its supply areas, which is desirable because Texas Eastern has a permis¬ 
sible swing on its contract for purchases from United Gas Pipeline at Kosciusko 
which it cannot now use because it can’t move gas from its field sources of 
supply in Texas to Kosciusko. Decision, pp. 17, 18. 

Considered in the abstract, a grid is desirable in terms of flexibility 
in the sense that, if it can be provided without any disadvantages, it may in 
many situations be an advantage. But it does not automatically follow that the 
public interest requires new construction and the abandonment of existing 
facilities to create a grid. The determination of that public interest depends 
on the weighing of various factors, including, in the posture of Texas Eas¬ 
tern’s present situation, an analysis of the future needs of Texas Eastern 
and its customers, and the pros and cons of alternative methods of supply¬ 
ing those needs. 

2. The creation of a grid is clearly not required to improve Texas 
Eastern’s present operations. The Inch System and the Kosciusko Line are 
operating at capacity. There is no possibility of arranging operations so as to 
reduce the load on one system and increase it on the other. Thus the grid 
does not provide operating flexibility in terms of satisfying present demands. 

3. The Presiding Examiner’s statements (Decision, p. 18) that Texas 
Eastern could cut back on its take or pay for penalties on field gas pur¬ 
chases by ’’swinging” on its contract with United at Kosciusko if it had the 
South Louisiana line do not support the conclusion that the certificate should 
be granted. The governing facts are set forth in paragraphs 3 and 4. 


262 


4303 


The fact that there would be immediate relief from the existing take 

« 

or pay situation is M de minimis”, as Mr. Naff himself admitted (Tr. 1404-5). 

Texas Eastern now has a small excess supply on the Inch System as 

a result of its take or pay for contracts in the Wilcox Trend which it is 

selling to United. This excess supply will have disappeared by 1959. The 

* 

Presiding Examiner admitted this, albeit in a footnote. Indeed by 1959, 

assuming no conversion , there will be 24, 000 mcf per day of idle capacity 

on the Inch systems. Exhibit 32, vouched for by Texas Eastern's expert, 

% 

Mr. Adams, Tr. 407-8, 425-6. 

This excess is not a matter of concern to Texas Eastern. As Mr. Naff 
testified, it is now and has been the policy of Texas Eastern to buy in ex¬ 
cess of its delivery requirements. * Indeed Mr. Naff testified that the 
Company regards it prudent policy to be overbought, to keep a ’’comfor¬ 
table margin in the gas supply situation, ” and that the Company may continue 
to buy even when it is overbought in terms of known sales requirements. 

(Tr. 1282.) As the Presiding Examiner put it, natural gas companies like 
to have ’’all the gas up their sleeve they can get. ” (Tr. 291.) 

Mr. Naff stated on cross-examination that the extent to which Texas 
Eastern is now overbought with field purchase commitments certainly would 
not warrant investment of such large sums in new facilities as are here pro¬ 
posed to be invested to correct that condition. (Tr. 1392.) 


* In Docket G-8584, Exhibit X-3 to the Application of Wilcox Trend 
Gathering System, Inc., is a letter of Texas Eastern, dated March 
30, 1955, stating that it would continue to execute more take or pay 
for contracts in the Wilcox Trend area, regardless of the outcome 
in Docket G-2503. This would be pursuant to established company 
policy. ’Insofar as these new Wilcox area acquisitions are con¬ 
cerned, Texas Eastern’s ’take or pay’ problem will be increased 
by only about 38, 000 mcf per day as of December 31, 1955 [paren¬ 
thetical reference omitted]. This does not represent a large quanti¬ 
ty of gas on a system handling as much gas as Texas Eastern’s pres¬ 
ent system. ” 

These minor amounts are approximately the same as the amount 
of the ’’excess gas” which the Presiding Examiner refers to as sup¬ 
porting this tremendous conversion project: only 50, 000 mcf per 
day in 1957 and 40, 000 mcf per day in 1958 (Tr. 226-7). 
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It may be noted in passing that the foregoing evidence as to 1959 
discredits the ground stressed in Texas Eastern's application—that the con¬ 
version project should be granted on the ground that the Little Inch is an 

4304 alleged "system bottleneck" between Castor and Little Rock. (Part V.) 

This "bottleneck" is now recognized by Witness Naff as an insignificant 
item. (Tr. 1404-5.) 

4. Furthermore, the ability to relieve the 1957-1958 "take or pay 
for” situation without conversion is substantially provided by Texas Eastern's 
contract with United for purchases at Longview, Texas. Texas Eastern hag 

a 25 percent swing on this contract. Mr. Naff admitted that, accordingly, 
Texas Eastern could purchase that gas from the producers, and merely re¬ 
duce the take from United at Longview. (Tr. 1393.) Yet Texas Eastern's 
projected gas balance for 1957 to 1959, assuming no conversion, shows no 
"swinging" at Longview. Exhibit 6. And the Presiding Examiner did not 
even mention these facts. 

5. The so-called "tie line advantage" could be of real consequence 
only in providing greater flexibility in purchasing additional supplies for 
purposes of future expansion. Yet, as has been seen, the Presiding Ex¬ 
aminer improperly ruled that the issue of future expansion was not before 
him or the Commission, and excluded the evidence relating to future ex¬ 
pansion tendered by barge intervenors on both direct and on cross-examina¬ 
tion (Exception No. 3). There is denial of fair hearing if only the pros and 
not the cons of a subject are permitted to be explored. Consequently, there 
is no basis in the Record for a finding that the public interest requires 

4305 the construction of the South Louisiana line, much less a finding that 
it permits the abandonment of the Little Inch on the claim that such aban¬ 
donment is necessary to the construction of that line. 
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4306 EXCEPTION NO. 5 

Barge intervenors except to the Examiner’s rulings and findings as 
to gas supplies and reserves—(a) in refusing to permit inquiry into Appli¬ 
cant’s gas supply and reserves position, and (b) in concluding that the 
construction of the South Louisiana line is in the public convenience and 
necessity, on the basis of a finding that Texas Eastern will ”be able to 
compete for gas reserves now discovered and to be discovered” in southern 
Louisiana and Mississippi, ’’and thereby to furnish to its customers much 
greater assurance of continued adequate service. ” Decision, p. 21. 

1. Texas Eastern has not made a requisite showing as to gas supply 
and reserves. It is fundamental that a certificate for construction cannot 
be issued on the ground that the applicant’s supply will be increased unless 
contracts or commitments for additional supplies are shown. The mere 

o 

possibility of additional supplies based only on an opportunity to compete 
for reserves is not enough. Kansas Pipeline and Bersan Gas Co. and 
North Dakota Consumers Gas Co ., 2 F. P. C. 29; American Louisiana 
Pipe Line Company, et al ., Docket G-2306, Op. 276, Oct. 1, 1954. This 
case is not one for the relaxation of the doctrine of these and similar de¬ 
cisions in view of Mr. Naff’s testimony that he had no assurance that gas 
supplies would be available in South Louisiana or South Mississippi, that 
that was a speculative matter as far as Texas Eastern was concerned, and 
that most of the known reserves had already been dedicated to other pipe¬ 
line companies. (Tr. 1398.) 

4307 2. Such possibilities of additional supplies and reserves as were 

suggested by Texas Eastern cannot be a basis for granting the application 
in view of the Presiding Examiner’s ruling limiting cross-examination of 
Mr. Naff by counsel for barge intervenors on the ground that ’’the gas 
supply of this company is not at issue in any way in this hearing. ” (Tr. 
1391.) 

The same ruling was made when counsel for barge intervenors at¬ 
tempted to cross-examine Witness Adams, head of the Gas Purchase Sec¬ 
tion of the Gas Supply Department of Texas Eastern, respecting the changes 
in sources of supply resulting from conversion. (Tr. 247.) The Examiner 
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expressed the view that since there is no increase proposed in gas purchases 
or sales, gas supply is not an issue in any way (Tr. 241, 247, 1391). Coun¬ 
sel for barge intervenors was even stopped by the Presiding Examiner, 
sua sponte , when he attempted to cross-examine Mr. Naff on Texas Easterns 
negotiations, testified to on direct, for additional gas from United at Kosciusko. 
Counsel was attempting to pursue the question whether Mr. McGowan h^u not 
committed such supplies to Texas Eastern in 1950 by sending a telegram, 
confirming his willingness to supply additional gas, to Mr. Reginald Har¬ 
grove, then president of Texas Eastern,; for use in support of Texas Eas¬ 
tern’s application (to construct the Kosciusko line) in Docket G-1012. The 
following colloquy took place (Tr. 1397): 

’’Presiding Examiner: You don’t need it anyhow. The gas supply issue 
is not at issue. 

”Mr. Leventhal: It is the foundation of the conversion project, since 
they will have access to more gas supply. 

’’Presiding Examiner: It isn’t the foundation. It is simply one of the 
possible results. The Commission can take judicial notice of that. 

It goes through fields of which we are fully aware. We are not going 
any further into why Mr. McGowan didn’t want to sell the gas at this 
time. 

”He didn’t get any more gas. On the one hand you cross- 
examine why does he overbuy, and the other hand, you cross-exam¬ 
ine why didn’t he get more. 

”It just doesn’t bear and it all is in the same subject of the sup¬ 
ply of gas which is not at issue in this case. That is one of your ques¬ 
tions. * 

’’Now go ahead. Get another one. * 

”Mr. Leventhal: I except to the Examiner’s ruling. ” 

Since the Presiding Examiner precluded inquiry into gas supplies and 
the adequacy thereof, whether for present or future requirements, Texas 
Eastern’s bare and untested contention that its project is justified on the 
ground of possible access to new supplies is entitled to no weight. 

* This is a reference to the ruling of Presiding E x a m iner giving five more 
questions (on cross-examination of Mr. Naff) to counsel for barge interven¬ 
ors. Tr. 1393-4, referred to in par. 10 of Exception No. 1. 



266 


3. That gas supplies and reserves are necessarily involved in this 
case is also shown by the fact that Texas Eastern is proposing a sub¬ 
stantial increase in gross utility plant of approximately $8, 000, 000, and 
an increase in net rate base of approximately $23, 000, 000 (Exh. 17). 

Yet it is proposing the same percentage depreciation factor in cost of 
service on the plant proposed for construction (South Louisiana line, 
etc.) as is now applicable to the depreciated Little Inch. 

4309 Since the Little Inch will have recovered ten years of depreciation . 

by 1957, Texas Eastern is in effect proposing to extent the duration of 
depreciation charges on a substantial capital investment by ten years. 

It is therefore necessary and appropriate that Texas Eastern make an 
actual showing to the Commission of additional gas reserves for that 
additional 10-year period. 

If Texas Eastern were unable to show gas reserves applicable to 
the proposed facilities lasting beyond 1977, when the Little Inch will be, 
in substance, fully depreciated, it would be entitled under the Panhandle 
decision in Dockets G-1116 et al. to have depreciation calculated on a 
20-year-remaining life basis (1957-1977). This would result in depre¬ 
ciation (on the proposed investment of $71, 814, 000), amounting to 
$3, 590, 000 per annum. Exhibit 11 reflects a depreciation based on 
3. 3 percent of book cost or $2, 369, 900 per annum. Accordingly there 
would be a net increase in cost of service, assuming conversion, over and 
above that estimated by Texas Eastern, amounting to $1,200, 000 per 
annum. 

4. In view of the state of the Record, it is plain that there is no 
basis for a finding that Texas Easterns project is required in order to 
provide adequate service in the amounts presently authorized by the Com¬ 
mission. Likewise there is no basis for a finding that the future public 
interest will be served. The necessary finding that the granting of the 
application will serve the future public interest can be supported only 
upon a showing that Texas Eastern will be enabled to meet future in- 

4310 creased demands. A sine qua non is a showing and consideration of the 
extent of such demands and of contracts or commitments for additional 
supplies to meet them. No such showing has been made and no such 
consideration has been given. 



Barge intervenors submit that the gas supply of Texas Eastern is at issue 
in this case, and that they were entitled to full and effective cross-examination 
of Texas Eastern’s witnesses respecting it. They having been deprived of 
that opportunity, the Presiding Examiner’s finding is improper and entitled 
to no weight. 
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EXCEPTION NO. 6 

Barge intervenors except to the Presiding Examiner’s rulings and find¬ 
ings concerning the impact of a possible national defense emergency (a) in 
finding that the public convenience and necessity will be served by the grant¬ 
ing of the application because of the ’’national security provisions” applicable 
to the Inch system (Decision, p. 21), and (b) in ruling that whether the con¬ 
version of the Little Inch is in accord with the national security public in¬ 
terest is not at issue in the case (Decision, p. 10). 

1. The Presiding Examiner’s decision that the national security 
provisions are of such moment as to require a capital expenditure of 
$70, 000, 000 is obviously a makeweight. Mr. Naff, Texas Eastern’s president, 
admitted as much when he stated on cross-examination that the national se¬ 
curity provisions ’’don’t create too much of a problem so far as [we] are con¬ 
cerned. ” (Tr. 1430.) 

That the national security provisions are not a substantial matter for 
purposes of peacetime certificate determinations is conclusively shown by 
the fact that they were not accorded any weight by the Federal Power Com¬ 
mission when it certificated the Inch system in 1947, Docket G-880. 

The Commission was of course aware of those provisions. Indeed, 
the Government, in selling the Inch system to Texas Eastern with these na¬ 
tional security provisions, expressly conditioned the sale on Texas Eastern’s 
ability to secure this Commission’s certificate for natural gas use. (Exhibit 

35, p. 4.) 

The Presiding Examiner professed that he was compelled, by virtue 
of other determinations of the Federal Power Commission, to reject evi¬ 
dence tendered by barge intervenors on real and substantial issues. Yet on 
this issue he did not even consider the bearing of the Commission’s deter¬ 
mination in Docket No. G-880. 

The Commission there concluded that these national security provisions 
were not a consideration preventing the Inch line from coming into gas service- 
at a time when the suitability of the Inch lines to gas service was in doubt and 
dispute. It follows a fortiori that these provisions are not a consideration 


for approving major construction in order to assure the withdrawal of the 
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Little Inch from gas service, especially since considerable capital has 
been expended in order to perfect it for natural gas service, and the 
Little Inch renders adequate service. (Naff, Tr. 1404.) 

Moreover, by 1957, ten years will have elapsed since the original 
sale. The national security provisions, which expire in 1967, will have 
lost 50 percent of their original vitality and importance. 

2. The Presiding Examiner stated (Decision, p. 19) that since its 
last major expansion on the Big Inch-Little Inch System (1949), Texas 
Eastern has determined that further expansion in capacity should employ 
other facilities. But that is a far cry from justifying the conclusion that the 
dormant estate constitutes a disability in the Inch systems requiring 
the abandonment of the Little Inch. 

As a matter of fact, however, Texas Eastern 1 s application and ex¬ 
pansions reflect the fact that it, like all natural gas companies, is governed 
primarily by cost and service considerations, and that when these indicated 
the advisability of expansions which would be rendered useless by repos¬ 
session of the Inch lines, the Government’s dormant estate presented no 
disability. 

Apart from the fact that Texas Eastern has substantially expanded the Little 
Inch below Castor (Tr. 1405), we find the following: 

(a) The Kosciusko line was constructed as a substitute for an expan¬ 
sion of the Inch system by a parallel line tied in at river crossings. 
The sole basis for the substitution was that gas could be purchased 
from United at Kosciusko more cheaply than in the Texas fields. 
(Docket No. G1012.) 

(b) The Inch systems were expanded by looping from station 16 east. 
These loops are not continuous and are dependent upon operation 

of the Inch System. (Docket G-1089.) (The Presiding Examiner 
failed to refer to this aspect of Docket G-1089.) 

(c) The Provident City line, authorized only two years ago and con¬ 
structed at a cost of some $25, 000,; 000, would be useless were the 
Inch system recaptured. (Docket G1947.) 
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(d) Only last year Texas Eastern constructed the Joaquin-Longview 
line, which would be useless in the event the Inch system were re¬ 
captured. (Docket G-2472.) 

It is manifest that the dormant estate is a make-weight advanced in 
support of a proposal desired by Texas Eastern for other reasons, and re¬ 
quiring justification before the Federal P ower Commission in terms 
of other considerations. 

3. The national security provisions do not apply automatically in the 
event of a national defense emergency. They will apply only if the highest 
defense authorities are of the opinion, at the time , that it is necessary for 
the Government to utilize either or both lines in petroleum transportation— 
in other words makes a determination that their use for petroleum trans¬ 
portation must supersede their use for natural gas transmission. 

Reference may be made to the official report to Congress of the War 
Assets Administration December 18, 1946. That report, which is subject 
to judicial notice, was brought before this Commission by Texas Eastern 
in support of its application in Docket No. G-880. That report records the 
Government’s decision in 1946 to sell the Inch lines for natural gas use 
based on the following factors: (1) The War Assets Administration pre¬ 
ferred natural gas use because the lines would realize more money thereby. 

(2) The Department of the Interior preferred natural gas use from the view¬ 
point of optimum peacetime use of natural resources. (3) The defense 
authorities revised their previous preference for petroleum use. The Army- 
Navy Petroleum Board was of the opinion that the sale should contain the 
national security provisions, but only if those provisions would not prevent 
the disposition of the lines to private industry. The Board did not believe 
that the possibility of time lost in reconverting in time of war emergency was 
a reason to prefer petroleum use to natural gas use. And the Board 
made it clear that it was not then determining that the lines should be re¬ 
converted in time of war emergency, expressly noting that: 

"* * *the decision to make such reconversion in the event the lines are 
placed in gas service should be made at the time of national crises with 
full consideration of its effect on the public interest. ” (Emphasis added. )* 

* Letter of 15 October 1946, signed by Admiral F. J. Howe; Exhibit B to War 
Assets Administration Report of December 18, 1946. 
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The Nation's natural gas interest will be weighed against its petroleum 
interest in the event of war emergency. The obvious importance of maintaining 
natural gas service will clearly weigh heavy in the scales. There is, of course, 
a residual risk that the Little Inch mighti be converted to petroleum products 
use upon a determination at the highest levels that the interest in petroleum 
transportation outweighs the interest in natural gas transmission in view 
of the nature of the emergency. But that kind of risk is borne by any natural 
gas pipeline. It can not be doubted that, if during an emergency the cogni¬ 
zant authorities in charge of the Nation's defense should determine that the 
national interest requires use of existing pipelines in petroleum use rather 
than natural gas use, they could effect the conversion of any gas pipeline, 
whether or not subject to national security provisions, —whether that deter¬ 
mination involves the lines of Tennessee Gas, United Gas, or indeed Texas 
Eastern’s proposed South Louisiana line. 

Indeed, the T, grids" by which natural gas pipelines have been inte¬ 
grated, and which permit the transfer and exchange of gas among them, 
may well increase the risk that a pipeline may be withdrawn from natural 
gas service during a war emergency (since its gas load can be spread over 
other natural gas pipelines) and converted to petroleum use. 

Petroleum and natural gas pipelines tap the same producing areas 
and move to the same consumer markets. It is bizarre to conceive of in¬ 
sulating lines in either industry against conversion in time of emergency. 

4. The Examiner erred in relying on the "national security pro¬ 
visions" in a vacuum, and in refusing to entertain evidence on the national 
defense considerations applicable to the conversion project (Tr. 2048- 
2053, Decision, p. 10). 

Barge intervenors offered evidence to show, inter alia, that the con¬ 
version of the Little Inch at the present time would not serve the same na¬ 
tional defense interest as a conversion of the Little Inch ii time of emer¬ 
gency, since other petroleum transportation facilities would be displaced 
by the peacetime conversion of the pipeline and would be unavailable in 
event of emergency. (Tr. 1756, Proffer of Proof, par. 9, Appendix attached. ) 
That means that the conversion of the Little Inch at the present time would not 
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reduce the wartime national defense needs for additional petroleum pipeline 
facilities to supplement transportation facilities geared to handle only 
peacetime requirements. 

4317 Exception is taken to the Presiding Examiner T s statement, —it 

can hardly be called a finding—that conversion of the Little Inch reduces the 
likelihood of conversion of the Big Inch (Decision, p. 24). There is no basis 
in the record for this suggestion. Evidence as to what would be required 
and desirable for petroleum use in case of emergency was excluded. More¬ 
over, it is more accurate to say that the conversion of the Little Inch in 
peacetime would increase the likelihood of conversion of the Big Inch in a 
war emergency. For if the Government’s need for an expansion in petro¬ 
leum transportation service over that afforded by peacetime facilities were 
to supersede the public interest in natural gas transmission, then the Little 
Inch (having already been assimilated into peacetime petroleum transpor¬ 
tation facilities use) could not be used, and the Government would turn to 
the Big Inch. 

5. The exclusion of evidence of national defense considerations was 
untenable. It is an additional reason foreclosing resort to the ’’national se¬ 
curity provisions” in support of the granting of the application. If for any 
reason the Commission is not prepared to evaluate the war emergency as¬ 
pects of the case, it has no basis for reversing its earlier conclusion that 
the national security provisions are are not of substantial consequence for 
purposes of its peacetime certificate determinations. 
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EXCEPTION NO* 7 

Barge intervenors except to the finding that "it has been established 
by preponderant proof that the cost of service will be reduced by the proposed 
change in facilities. " Decision, p. 22. 

1. A large part of Texas Easterns presentation was evidence in sup¬ 
port of the claimed reduction in the cost of service resulting from the con¬ 
version project. Applicant's vice-president and chief engineer testified 
that this claimed reduction was the "guts" of the case. (Tr. 614.) Mr. 
Belmont, the applicant's financial advisor, testified that this was "the 
clincher of the company's probable ability to be allowed to abandon the 
Little Inch from gas service. " (Tr. 1640.) 

The claimed decrease in cost of service to which so much importance 
was attached amounts, in 1957, to $993,100 per year at a rate of return of 
6-1/2 percent and $1, 227,400 at a rate of return of 6 percent (Exhibit 3). 

By extending Texas Eastern’s own figures, it appears that the claimed re¬ 
duction would be reduced in 1959, amounting to only $689, 000 at a 6-1/2 
percent rate of return and $917, 200 at a 6 percent rate of return. Exhibit 
67, Tr. 2242-3. 

Even if the saving in cost of service claimed by Texas Eastern had been 
proved, it would be too slight to justify the application. It amounts to a 
fraction of one percent of total cost of service. (In 1957, .67 percent or 
. 85 percent; in 1959, .48 percent or . 65 percent.) This amounts to less 
than 1/4 cent per mcf spread over 430 million mcf per annum. (Exhibit 

6.) As Texas Eastern's counsel stilted (Tr. 1463): "It wouldn’t 
make much difference to a customer. It is only about two mills per Mcf. ” 
And of course Mr. Naff testified that there would be no rate reduction 
unless one were compelled by the Commission. (Tr. 1267.) 

2. The evidence of Texas Eastern’s witnesses is not adequate to 
support applicant's claim of a reduction in the cost of service. 

a. Texas Eastern did not produce projections comparing costs of 
operation on facilities proposed to be added with those on facilities pro¬ 
posed to be retired. Exhibit 11, the heart of Texas Eastern’s case on costs, 
was prepared by Witness Goodrich, Texas Eastern’s vice-president 
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and chief engineer. It presents only company-wide data and smothers the 
costs of the two particular lines involved. Texas Eastern failed to develop 
the full facts within its knowledge which would have shown the exact basis 
upon which the comparison of costs before and after conversion was made. 

A true comparison could only be made by examination of the working 
papers underlying Exhibit 11. 

Reference has already been made to the refusal of the Presiding 
Examiner to permit examination of the working papers prior to cross- 
examination of Mr. Goodrich, and to his comments that insistence upon 
the working papers signified dilatory tactics and a refusal to cross-examine. 
(Exception No. 1.) 

During the Christmas recess, T exas Eastern abandoned its position 
(Tr. 504) that the barge intervenors had no proper interest in these work¬ 
ing papers, and made them available for examination. The Presiding Ex¬ 
aminer permitted Mr. Goodrich to be recalled, but only as a matter of 
discretion, not as a matter of right. However, he limited the limited pres¬ 
entation of barge intervenors respecting costs with the admonition (Tr. 

2077): 

”Now I want to warn again that he [witness for intervenors] is not 
to bring, try to bring or in any manner bring the working papers to 
the surface of this record. They are not in the record, they have 
never been offered, they can’t be offered by you, and I don’t think it 
is proper for them to be here anyhow. ” 

That was an improper ruling handicapping the barge intervenors and 
limiting the record. 

b. An analysis of the working papers underlying Exhibit 11 was 
presented on behalf of barge intervenors. The analysis appears in Exhibit 
62, and in the testimony of Walton Seymour (Tr. 2055, 2079 ff) and Martin 
Bennett (Tr. 2171 ff). 

The analysis exposes that Texas Eastern’s two principal engineering 
witnesses made estimates, as to how much the operating expenses on the 
Kosciusko line would be increased by virtue of the changes proposed in 
Docket G-2503, which varied by 40 percent . 
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The estimates of Mr. Marvin (Exhibit 33), Chief of the Plans and 
Research Division of Texas Easterns Engineering Department, are 40 per¬ 
cent higher than the estimates of Mr. Goodrich reflected in his Exhibit 11. 

4321 Yet Mr. Marvin testified that in computing the dollar figures appearing in 
Exhibit 33, as total operating expenses, he employed ’’the same methods and 
procedures as were employed [by Mr. Goodrich] in the preparation of the 
estimates contained in Exhibits 11 and 13 in this proceeding. ” (Tr. 870). 

The working papers underlying Exhibit 11 showed that Docket G-2503 
would increase transmission operation and maintenance expenses on the 
Kosciusko line by $1, 860, 000. And Mr. iMarvin’s estimate was that total 
operating expenses on that line would increase by $3, 553,000. 

Mr. Marvin testified that he made computations from actual cost data, 
that he developed the relevant cost data from a part of a ’’joint operation, ” 
with others in the Engineering Department, which ’’has a number of people 
who are continuously engaged in developing the historical cost of compressor 
stations and pipelines from which they can project the estimated cost of 
future pipelines. ” (Tr. 329.) Mr. Marvin was satisfied that his estimate 
was accurate (Tr. 876). Mr. Naff stated that Mr. Marvin’s computations 
were an appropriate basis for planning by responsible men on issues of 
importance (Tr. 1388.) 

Witnesses Goodrich and Marvin were each asked how they explained 
the difference between their respective estimates. The only reasons given 
were that Mr. Marvin assumed a 95 percent load factor, which is greater 
than the flow of gas reflected in Exhibits 6 and 11 (Marvin, Tr. 874; Counsel 
Hargrove, Tr. 2119-2120), and that Mr. ! Marvin included administrative and 

4322 general expenses (Tr. 1953). But the Goodrich estimate, when adjusted to 
equal the 95 percent load factor, becomes $2, 007, 300. (Exhibit 66, pp. 2-4; 
Bennett, Tr. 2178-2182). The Marvin estimate, when adjusted to remove 
administrative and general expenses, shows an increase in other operating 
expense of $2, 829, 574. (Exhibit 66, pp. 5-6; Bennett, Tr. 2182-2185.) 
There remains a discrepancy exceeding $800, 000, the Marvin estimate 
being more than 40 percent above the Goodrich estimate. 
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Witness Ben nett, in his testimony, pointed out: The estimates of 
Texas Eastern's witnesses involve frailities. A measure of soundness is 
to check one estimate against another for confirmation. Here the estimates 
do not confirm each other. Instead they reflect '’irreconcilable differences”. 
(Tr. 2271.) The methods used in preparing Exhibit 11 had a wide margin of 
error, and "did not allow a sufficient degree of accuracy. ” (Tr. 2186.) 

Particularly weak is the estimate of the largest of the operating ex¬ 
penses, "Gas Used for Fuel. " This was estimated by the use of an historical 
system figure (. 017 of total sales) rather than on a station by station basis 
(Exhibit 25, p. 6; Goodrich, Tr. 1912, 1915, 1918.) This was a crude 
measure. The historical measure was based upon particular past conditions; 
the company had had varying patterns of operation within the 3-year period 
involved, and shifting temporary arrangements with other companies; there 
4323 was no analysis comparing these actual past conditions with conditions 

assumed for the future. (Tr. 2188-9, 2193-4.) An adjustment in the . 017 
factor was made for change in horsepower (Tr. 1922-47), but it was not a 
precise adjustment: percentage change was made from only the last year 
of the 3-year period, and the adjustment assumed the basic propriety of the 
historical experience. (Tr. 2188.) 

A more accurate result would have been provided by calculating gas 
consumption from horsepower hour data. This calculation would require 
use of data not made available by Texas Eastern, data not only as to gas 
loads assumed, but also as to compression ratios and curves, and to horse¬ 
power required per compression stage, which varies with the compression 
ratio per stage and not in any definite mathematical relationship (Tr. 2194, 
2216-18). Mr. Bennett made preliminary calculations as to these costs but 
was unable to complete them, because of the unavailability of necessary data. 
(Tr. 2234). 

c. The dangers and frailities in the application of historical experience 
for future projections were highlighted by Exhibit 63, Comparison of Electric 
Power Cost Before Conversion - Centrifugal Stations. The index numbers 
are arithmetic calculations, and show Mr. Goodrich’s estimate of costs 
projected for 1958, expressed as a percentage of the 1953 costs shown in 
the Company’s annual report (Tr. 2100). 
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Station 

Index 
1953 = 100 


88 

D 

96 

G 

131 

2 

155 

4 

123 

5 

123 

7 

151 

8 

128 

10 

148 

12 

106 

14 

106 

15 

107 

16 

130 

17 

140 

19 

111 

20 

127 

23 



In regard to these data, Mr. Bennett stated (Tr. 2198-9): 

M A. The conclusions which I draw with respect to Exhibit No. 63 
is that it holds up, to my mind, what is a danger signal. It indicates 
variations that I, with the knowledge available to me, can’t rationa¬ 
lize, or e^qalain. ” 

The discrepancies in these index numbers could not be explained, e. g., 
by unusual volumes carried by Texas Gas (between Station 5 and 16), since 
there are discrepancies even within that group of stations. 

Whatever peculiarities of flow conditions in 1953 limit the usability 
of that historical experience, likewise limit the Goodrich estimates, which 
largely use the Company’s 1953 data as their springboard. 

d. A question was raised by Staff Counsel as to whether the Goodrich 
estimates of gas required could be checked out on the basis of horsepower 
4325 required, using general industry standards. (Tr. 2192). If such a ’’check” 
is made upon the basis of 10 cubic feet per brake horsepower hour (the fig¬ 
ure used by Texas Eastern in the absence of actual fuel consumption data, 
Exhibit 9, p. 2), it appears that Mr. Goodrich’s figures provide only an 
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additional 4, 360 million cubic feet of fuel gas, instead of the 5, 467 million 
cubic feet required to compress the increased annual volumes projected for 
the Kosciusko line. * The difference means the Goodrich estimates should 
be increased by slightly more than 25 percent. 

It should be noted that a higher figure of 10. 37 cubic feet per brake 
horsepower hour appears from Exhibits 7 and 8 as the average incremental 
fuel use per horsepower hour for the peak day on the Kosiusko line. ** 

Use of this 10. 37 figure would accentuate the short-fall in Mr. Goodrich’s 
estimate of increased expense. It would mean an additional 200 million 
cubic feet of gas required for fuel, and would mean that the Goodrich esti¬ 
mate should be increased by slightly more than 30 percent 

* T. Goodrich's assumption of 4, 360, 000 mcf is shown by the following: 

(a) He provides $723, 800 for additional gas consumed as fuel, 1958. 

(Table D, p. 6, Exh. 62.) (b) The cost of gas purchased is projected 
for 1958, assuming conversion, at 16. 6 cents per mcf. (Total cost 
of gas purchased is projected at $73, 573, 700. Exhibit 11, p. 5. Total 
volume of gas purchased is projected at 442, 437, 000 mcf at 15. 025 psi. 
Exhibit 6, Schedule 2, p. 2; lines 12-21, inclusive. Quotient is 16. 6 cents 
per mcf.) 

2. The calculation of 5, 467, 000 mcf is shown by the following: (a) 
Goodrich projects an 83. 9 percent load factor on the Kosciusko line. 
(Increment in peak day input into Kosciusko due to conversion is 241, 339 
mcfd at 14. 73 psi. (Exh. 7 and 8.) At 15. 025 psi, this becomes 236, 600 
mcfd, or 86, 360, 000 mcf per annum. Only 83. 9 percent of that figure, 
or 72, 460,439 mcf at 15. 025 psi, is the figure assumed by Goodrich as 
added input into Kosciusko, see Exhibit 66, p. 2. (b) At 83. 9 percent load 

factor, reciprocating capacity added to Kosciusko line requires increase 
of 5,467, 000 mcf (at 15. 02 5 psi) in annual volume of gas used for fuel: 
There is an increase of 75, 870 hp in required reciprocating capacity 
(Exh. 7 and 8). Asuume 10 cubic feet per hp hour (at 14. 73 psi), con¬ 
vert to 15. 025 psi, and adjust for 83. 9 percent load factor. Calculation 
is: 

75, 870 x 8760 (hours per annum) x 14. 73 x . 010 x 83. 9 = 

15.025 100 

5, 467, 000 mcf at 15. 025 psi. 

** Peak day compressor fuel for reciprocating stations on the Kosciusko 
line is increased by 18, 889, 000 mcfd. (From 4.172 mmcfd before con¬ 
version, Exhibit 7, to 23. 061 mmcfd after conversion.) (Exhibit 8.) 

Increase in peais day horsepower hours is 1, 820, 880 hp hours. (In¬ 
crease in peak day hp requirements is 75, 870; multiply by 24 hours.) 
Divide 18, 889, 000 by 1, 820, 880= 10. 37. 
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e. As for electric power expenses, after barge intervenors applied 
for a subpena of its electric power contracts, Texas Eastern checked its 
figures, and found (1) mistakes in arithmetic, (2) the use by an engineer 
of the wrong set of work papers, and (3) failure to use proper minimum 
bill computations. (Tr. 1988-9.} This resulted in an overstatement in 
Exhibit 11 of electric power costs, for each of the years 1957-9, both 
before and after conversion. The amounts of these overstatements were 
substantial, ranging from $78, 500 (in the figure for 1959 after conversion) 
to $301, 700 (in the figure for 1957 after conversion). (Tr. 1987-8.) 

If these mistakes are corrected Texas Eastern’s claimed saving in 
cost of service is increased in 1957 and 1958, but decreased in 1959. (Tr. 
1986.) 

f. The working papers showed that although Texas Eastern projects 
an addition of 11 centrifugal compressors (27, 500 horsepower) on the 
Kosciusko line in the event of conversion, it projects no increase in opera¬ 
ting expenses other than the cost of power as a result of such additions. 

(Tr. 1942.) Witness Goodrich admitted there would ’’probably” be some 
increase in operating expenses, but stated that these had not been provided 
for in the estimates on the ground that the items would be taken care of 

in maintenance expenses. However, he admitted that the maintenance costs 
were not computed on the basis of data as to these expenses (Tr. 1942), and did 
not explain how the item was or would be taken care of in this way. 

g. Texas Eastern projected that conversion would increase taxes other 
than Federal income taxes by only $56,100 per annum. These taxes were 
estimated at 1 percent of gross plant with the explanation that this was es¬ 
timated ’’according to the Company’s experience.” (Exh. 29, p. 3; Exh. 17, 
Sch. 1, p. 5; Sch. 2, p. 5.) 

But upon analysis, it is clear that this 1 percent estimating method 
is a blunt approach which failed to reflect the increased expenses due to 
conversion. (Exhibit 64, prepared from material in the record and the 
files of the Commission, Tr. 2104). The great bulk of these taxes is state 
income taxes and ad valorem taxes. Texas Eastern in effect estimated 
that these items would increase only 1. 4 percent, which is the percentage 
increase in gross plant upon conversion. But these taxes are of course 
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4328 actually based either on net income, which would rise by 11 percent as a 
result of conversion, or on net value of utility property, which would rise 
by 7. 4 percent as a result of conversion. Using the most conservative 
approach, (a) state income taxes should be increased by 11 percent ($29, 000); 
(b) ad valorem taxes should be increased by 7. 4 percent as a result of 
conversion. Using the most conservative approach, (a) state income taxes 
should be increased by 11 percent ($29, 000); (b) ad valorem taxes should be 
increased by 7. 4 percent (182, 200). These show an increase in taxes of 
$210, 200 — or $154,100 more than Texas Eastern allowed. Even if (c) 
remaining taxes, are increased by only the lesser figure of 7. 4 percent, 
Texas Easterns understatement of increase in this item of expense becomes 
$232, 000. 

h. It is plain that Texas Eastern has not met its burden of proof. It 
failed to prove savings in the cost of service by evidence that is not uncer¬ 
tain and therefore insubstantial. It offered general conclusions rather than 
detailed facts. The underfying work data had substantial uncertainties and 
infirmities. 

3. Attention has already been called (Exception No. 5, par. 3) to the 
fact that the Little Inch will be fully depreciated by 1977, and that Texas 
Eastern made no showing of increased gas supplies. If the new pipeline 
facilities were depreciated on a 1977 basis pursuant to the Panhandle de¬ 
cision (Dockets G-1116, et al.), the depreciation would increase by 
$1, 200, 000 per annum. Texas Eastern would not only have failed to 
decrease the cost of service by the conversion, it would clearly have in¬ 
creased the cost of service. 
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EXCEPTION NO. 8 
Barge intervenors except 

(a) To the finding: TT It is, therefore, found that the resulting cost 
of service (both now and as estimated regarding possible e^qpansions of 
100, 000 Mcf and 300, 000 Mcf) will not (under presently known conditions 
affecting future expansion) increase in any appreciable degree”; and 

(b) To the ruling of the Presiding Examiner excluding evidence of 
the impact of abandonment of the Little Inch upon cost of service in the 
event of future expansion. 

1. The Presiding Examiner presumably based his finding upon Ex¬ 
hibit 33, sponsored by Witness Marvin, which presents the following: 

Comparative Cost of Transportation 
on 30” Line from Kosciusko to Connelsville 
At Various Expanded Capacities 


Cost/Mcf Delivered 

Status To Station 21A 

Present Operation 15. 8? 

(387, 000 MCFD Input) 

After Construction, 13. 5? 

Docket G-2503 

(625, 000 MMCFD Input) 

Docket G-2503 14.1? 

(plus) 100, 000 MMCFD Input 

Docket G-2503 14. 0? 

(plus) 284, 000 MMCFD Input 

That makes an impressive picture, --at first glance. However what 
Exhibit 33 really shows, on closer analysis, is that the Docket G-2503 ex¬ 
pansion is the ”cheap” expansion in the Kosciusko line, —obtainable by 
adding compression and intermediate stations and without looping. It is 
the natural expansion readily available from and inherent in the Kosciusko 
line as it now stands. As the City of Pittsburgh said in its Brief to the 
Presiding Examiner in opposition to the granting of the certificate: 

"* * * that expansion of the Kosciusko line is a natural and inherent 
T asset’ which gas consumers should be able to 'realize* on in the fu¬ 
ture in any event, even assuming that the Little Inch is retained in 
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service. Indeed, it was the basic presentation in Docket N o. G-1012 by 
Texas Eastern that the Kosciusko line would have a natural economic 
capacity of approximately 550, 000 mcf per day, and that was part of 
the justification for the certficiate in that case although only approxi¬ 
mately 375, 000 mcf per day was covered as of that time. " 

The next block of expansion on the Kosciusko line after G-2503 will 
involve looping (Exh. 33). The increase in the cost of service per additional 
mcf delivered will be substantially greater than the increase in the cost per 
additional mcf due to the expansion sought here. 

These facts are all shown by Exhibit 33, with simple arithmetical 
calculations (see Tr. 2196-7): 

Cost of Incremental Service from Kosciusko 
to Connelsville Involved in Increasing 
Capacity on Kosciusko Line 

Increase in Cost of Service 
Per MCF of Additional Gas 
Increment in Capacity Made Available _ 

1. Docket G-2503 
(increase of 218, 000 mcfd 

delivered to Station 21A) 9. 6? 

2. Additional 100, 000 mcfd input 
(increase to 21A of 93, 000 mcfd 

more than provided in G-2503) 18. Of 

3. Additional 184, 000 mcfd input 
(increase to 21A of 180, 000 mcfd 

more than provided in line 2) 14. Of 

2. It was in this setting that the barge intervenors proposed to intro¬ 
duce evidence comparing cost of service on the Little Inch with cost of serv¬ 
ice on increments of service in the South Louisiana and Kosciusko lines. Mr. 
Bennett explained that Exhibit 62 was part of the proof prepared in this con¬ 
nection. In his explanation, which in our opinion was erroneously stricken 
from the record, he observed (Tr. 1273): 

"A. Yes, sir, in my opinion it is not fair or proper to compare a cost 
of service on a single increment in capacity such as that involved in 
G-2503, but a broader approach should be taken to the subject in which 
you would make comparisons not only with that particular increment, 
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but on other increments so that you have a better idea of the relative 
costs over some period in the future. 

"By the time G-2503 is physically completed—assuming it is 
started soon—the requirements of the Texas Eastern Transmission 
Company will be different than they are now, they will be larger, and 
additional facilities will be required, so I think that the comparison of 
cost of service on the basis of just G-2503 before and after conversion 
is not sufficient. " 

Counsel for barge intervenors offered to prove (Part I, Proffer, at¬ 
tached in Appendix): 

TT 1. That Texas Eastern, in now proposing to withdraw from gas serv¬ 
ice the Little Inch, with its substantially depreciated rate base, and to 
use up the relatively inexpensive next stage of ejqjansion in the Kosciusko 
line (by adding stations and compression as proposed in G-2503), will 
in effect be depriving gas consumers of a substantial advantage of the 
present system. For, in regard tp the next block of expansion, which 
would be obtained by additional expansion of the Kosciusko line (pri¬ 
marily looping) and expansion of the South Louisiana line, the cost 
of service from Beaumont to Connelsville would be significantly 
greater than that resulting from retention of the Little Inch facilities. " 

At first the Presiding Examiner said that the evidence would be ad¬ 
missible. (Tr. 2121.) Thereafter, counsel for barge intervenors explained 
that certain data in Exhibit 62 would be part of the data for making a 
comparison between cost of service on the Little Inch, and cost of service on 
the next block of expansion to be added after Docket G-2503 (Tr. 2118-9). The 
Presiding Examiner reversed his ruling and held the evidence irrelevant. 

He declared that no rebuttal testimony with respect to future expansion would 
be entertained, and that rebuttal of Texas Eastern's testimony as to future 
application would not be permitted (Tr. 2120-2). 

Barge intervenors except to these exclusiionary rulings as erroneous. 
They prevented barge intervenors from showing both the fact and the extent 
to which the application was in effect requesting the abandonment of an 
asset--the Little Inch with its low rate base--merely because the full 
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impact of the surrender of that asset would not be felt by consumers except 
in connection with future expansion. As already noted, the statute expressly 
requires consideration of the future as well as the present public conveni¬ 
ence and necessity. 

3. Counsel for Texas Eastern admitted the need for showing efficient 
and economic expansion after conversion. (Tr. 125-7.) 

"It (Texas Eastern) anticipates there will be need for expansion in 
the future and we hope to expand to meet those needs. We are not 
arguing about that at all. " 

* * * 

"We agree they (the customers) will want more gas but we agree 
that in order to satisfy the Commission we must show we can expand 
the system efficiently and economically after it is granted. " 

The point made by Mr. Marvin is that the looping on the Kosciusko 
line for e^ansion over and above Docket G-2503 would not increase the cost 
of service above its "present level, " i. e., as of 1954, before Docket G-2503. 
But expansion by looping would admittedly increase cost of service on the 
Kosciusko line over and above the cost of service of the facilities requested 
in G-2503. Whether or not that future looping expansion can be done "ef¬ 
ficiently and economically after this (Docket G-2503) is granted, " is a com¬ 
parative matter and requires comparison with the cost of service on the 
Little Inch. 

Texas Eastern camouflages what is happening by s aying that in any 
event costs will not go higher in the event of looping e^qpansion than they are 
now (i. e., in 1954). But the Kosciusko line is not now at a relatively econ¬ 
omical stage of development, and gas customers may rightfully expect that 
the overall cost of service will be reduced when the company undertakes the 
expansion in Docket G-2503, which, as has been seen, is an economical stage 
of development. If the facilities proposed for the Kosciusko line under G- 
2503 were added to the relatively economical Little Inch, gas consumers 
would have the benefit of the inherent characteristics of both of the existing 
lines. If the Little Inch is removed and the next expansion is accomplished 
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by looping the Kosciusko line, the gas consumers will be worse off com¬ 
paratively. The barge intervenors should have been permitted to prove 
their contention to this effect and to show the extent of the adverse cost 
impact on customers and thus ultimate customers. 

4. In the light of the foregoing, there was substantial error in the 
Presiding Examiner 1 s approach. In the course of a statement made for 
the purpose of defining the issues (Tr. 1023), he said that the only question 
which accurately plumbed the relationship of potential expansion to this 
case, was the single question whether such expansion was proposed as an 
alternative plan in this proceeding, to which the answer was tf No. ” (Tr. 
1026). That question, said the Presiding Examiner, sufficed to show that 
the fact that Texas Easterns largest remaining line (Kosciusko) was sus¬ 
ceptible of additional expansion, was merely a "supplemental or make¬ 
weight additional advantage. ” (Tr. 1026). 

The barge intervenors take issue with the restricted approach of the 
Presiding Examiner, and believe it is inconsistent with the statutory in¬ 
junction to consider both the present and the future public convenience and 
necessity. The record in its present form does not permit the granting of 
the application. 
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4335 EXCEPTION NO. 9 

Barge intervenors except to the findings of the Presiding Examiner 
that the financeability of Texas Eastern's project is established. Decision, 
pp. 14, 15, 16. The following findings are not supportable in view of the 
erroneous exclusion of evidence tendered by barge intervenors: 

’’Texas Eastern’s ability to sell the proposed securities ($30, 000, 000 
of first mortgage bonds, 300, 000 shares of $100 par value convertible 
preferred stock, and $31, 000, 000 of debentures) has been established. 

It has already obtained a firm agreement from eight insurance com¬ 
panies to purchase the $40, 000, 000 first mortgage pipe line bond 
issue. ” Decision, p. 15. 

’’Texas Eastern has already raised its senior money * * *” Decision, 
p. 16. 

The ’’cash flow statement Exhibit 12 (substantiated by the testimony 
of O. S. Carpenter, Exhibit 29), incorporating all cash requirements 
and cash available, indicates a cash balance in excess of $12, 000, 000 
at all times during the period January 1, 1955 through December 31, 

1959, and a balance of approximately $17, 500, 000 as of December 31, 

1959.” Decision, p. 14. 

1. The bond purchase agreement referred to by the Presiding Ex¬ 
aminer, Exhibit 37, was executed in January 1955. In Section 7, paragraph 
D thereof, Texas Eastern warrants and represents that ”As to those portions 
of the memorandum purporting to be made on the authority of William P. 

Hayes, the company has no reasonable ground to believe and does not be¬ 
lieve that the statements therein are untrue or that there is an omission to 
state a material fact necessary in order to make the statements therein not 
misleading. ” 

433 ? The Hayes memorandum referred to in Section 7 of the bond purchase 

agreement is contained in Exhibit 38 (Memorandum dated October 1, 1954, with 
repsect to the proposed sale of first mortgage pipeline bonds.) Exhibit C of 
that Memorandum (Exhibit 38) contains (1) Hayes Report #2, dated October 20,1953 
and (2) Hayes Report #3, dated June 28, 1954. The ’’Second Report” (Sched¬ 
ule B) lists Esso Standard Oil Company, Gulf Oil Coiporation, Sim Ray Oil 
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Company and Texas Company among the companies reported as being interested 
in shipping petroleum products through the Little Inch. The "Third Report, " 
refers to the Second Report for the detailed survey of individual companies. 

It also presents specified estimated volumes (in Schedule B), which Mr. 

Hayes states were prepared by Mr. J. B. Saunders, vice-president of Texas 
Eastern and are substantially similar to Mr. Hayes” own estimates. Sub¬ 
stantial specific volume figures are shown for Esso Standard Oil and for Texas 
Co., with corresponding revenues for the products pipeline. 

Barge intervenors offered in evidence Exhibit 65, an affidavit made 
October 14, 1954 by C. L. Brockschmidt, a vice-president of Texas Eastern, 
and filed by Texas Eastern in support of its motion for summary judgment in 
River Company, Inc, et al vs. Texas Eastern et al . No. 4714, pending in the 
United States District Court for the Western District of Louisiana. Tr. 2150, 
et seq. In paragraph 10 of that affidavit, Mr. Brockschmidt swore tiat Esso 
Standard Oil Company, Gulf Oil Corporation, Sun Ray Oil Company and Texas 

Company indicated to him ’’that they would have no interest in using the 
converted Little Inch * * *” 

The purpose of the offer of Exhibit 65 was to show that Texas Eastern had 
failed to state to the prospective bond purchasers material facts within its 
knowledge at the time the bond purchase agreement was executed, which facts 
contradicted the material in the Hayes Memorandum, Exhibit 38. Since, un¬ 
der the terms of the bond purchase agreement. Exhibit 37, this failure con¬ 
stitutes a breach of warranty which permits the prospective bond purchasers 
to refuse to perform it, it follows that the bond purchase agreement is not 
firm. 

The Presiding Examiner rejected Exhibit 65 on the ground that ”it isn’t 
in this case in any way. The bond purchasers had certain material, whether 
they had it or not wasn’t actually material, they signed a contract. We got the 
contract. We have got proof that it was executed. We will construe whether it 
is binding. ” This was error. Exhibit 65, being a sworn statement of an officer 
of Texas Eastern duly authorized to make it on behalf of Texas Eastern, was 
clearly admissible as an admission under the strictest rules of evidence in tri¬ 
als at common law. Wigmore, Evidence (1940 Ed.) Sec. 1048-59, 1078. 
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It cannot be said that the rejection of Exhibit 65 was harmless error. 

As the Presiding Examiner in effect conceded in his ruling rejecting Ex¬ 
hibit 65, the question whether the bond purchase agreement is binding is 
an issue in the case. Indeed it is a major issue going to the ability of 

4338 Texas Eastern to finance the conversion project. This issue cannot be 
determined solely by reference to the agreement itself, as the Presiding 
Examiner apparently thought, since it turns on questions of fact as well 
as law, i. e., whether Texas Eastern did fail to state material facts within 
its knowledge. 

It may be that Texas Eastern could have reconciled the Hayes Memoran¬ 
dum, Exhibit 38, and the Brockschmidt affidavit, Exhibit 65, or shown that 
it called Exhibit 65 to the attention of the prospective bond purchasers. That 
is not the point. Barge intervenors were entitled to introduce competent evi¬ 
dence on this material issue. The refusal to permit them to do so destroys 
the basis of the Presiding Examinees finding that the bond purchase agree¬ 
ment is firm and that Texas Eastern’s ability to sell its proposed securities 
has been established. 

2. The finding respecting the cash balances of Texas Eastern was the 
basis in part of the Presiding Examiner’s conclusion that Texas Eastern’s 
conversion project is financible. It does not support that conclusion on the 
Record as permitted to be made. Exhibit 12 shows substantial net income 
in the years 1957, 1958 and 1959 from the operation of the Little Inch as a 
petroleum products carrier. Tr. 940-942. Should the Little Inch fail to 
yield the net income predicted it is obvious that the cash balances in the 
years 1957 through 1959 will be substantially less than that forecasted. It 
follows that the we ight to be attached to Exhibit 12 is in large part depen¬ 
dent on the accuracy and reasonableness of the prediction of income from 
the Little Inch as a petroleum products carrier. Yet all attempts by barge 

4339 intervenors to cross-examine Texas Eastern’s witnesses and to introduce 
evidence respecting this matter were rigidly foreclosed. Texas Eastern 
first refused to make available the Hayes Memorandum, Exhibit 38, which 
is the basis of Texas Eastern’s projections of earnings in the petroleum 
products business. Tr. 1080, et seq. The Presiding Examiner refused 
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to issue a subpena for its production. Order of January 10, 1955. There¬ 
after, Texas Eastern offered the memorandum in evidence as Exhibit 38 
"solely for the limited purpose of showing what was given to the insurance 
companies, and not as proof of the facts contained therein * * *" Tr. 1708. 

It was admitted in evidence for this purpose. Tr. 1710. Neither the author 
of the memorandum, William P. Hayes, hor C. L. Brockschmidt, the offi¬ 
cer of Texas Eastern who supplied the estimates of income from the proposed 
petroleum products operations which were used in the preparation of the 
cash flow statement, Tr. 941, appeared as witnesses. Barge intervenors 
offered to prove the limited market for the transportation of petroleum 
products in the area proposed to be served by the Little Inch and the lack 
of a reasonable basis for Texas Eastern 1 s forecast of products income. 

Tr. 1751-1753. This offer was rejected by the Presiding Examiner. Tr. 
2053. 

The refusal to permit cross-examination or rebuttal evidence respect¬ 
ing Texas Eastern’s projection of income from the Little Inch as a products 
carrier makes applicable here the fundamental rule that evidence as to which 
4340 no opportunity for cross-examination or rebuttal is afforded is entitled 

to no weight. It follows that the Presiding Examiner’s finding of financibility, 
based in part on his finding of an adequate cash balance at all times cannot be 
sustained. 
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EXCEPTION NO. 10 


4342 


Barge intervenors except to the Presiding Examiner 1 s Decision in 
that it fails to comply with the following requirement of Section 8 of the 
Administrative Procedure Act, 5 U. S. C. A. 1007: "All decisions (includ- 
ing initial recommended, or tentative decisions) shall . . . include a 
statement of (1) findings and conclusions, as well as the reasons or basis 
therefor, upon all the material issues of fact, law, or discretion presented 
on the record ..." * 

1. The purpose of the quoted requirement is to require a reasoned and 
deliberative consideration, to assure that both the parties and the reviewing 
authority can discern the basis upon which the trier has proceeded. Wash- 

4 

ington Gas Light Co. v. Baker, 88 U. S. App. D. C. 115, 127, 188 F 2d 11 
(1950:) 

tT We think the Commission should keep in mind its obligation to 
facilitate judicial review of its orders and should assemble a record 
and make findings which cover all the relevant issues. Unless the 
Commission tells us what ’formula or formulae’ it has chosen and 
makes clear the evidentiary support for its findings under whatever 
formula adopted, we are handicapped in the limited judicial review 
left us by the Hope case. ’’ 

Findings of ultimate facts are not enough. There must be a finding 
of basic and underlying facts, determined from attentive consideration to 
and weighing of evidence. American Broadcasting Company vs. Federal ’ 

Communications Commission, 85 U. S. App. D. C. 343, 350, 351, 179 F 2d 437 
(1949): 

"Moreover, in a succession of judicial decisions it has been j 

pointed out that the process which the Commission properly fol- 
lows in reaching a decision includes the taking and weighing of evidence, 
a determination from attentive consideration of this evidence of facts > 

i 

of a basic or underlying nature, a determination by rational inference 
from these basic facts of the ultimate facts in the case ... It has been | 

made abundantly clear that the Commission must find not merely the \ 

ultimate facts but in addition the basic or underlying facts ... , 
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and that the court examines the evidence to ascertain whether or not 
the basic facts are properly supported. " [Citing cases. ] 

2. The Presiding Examiner specifically refused to discuss—much less 
make findings on—the precise issues that this Commission considered so rele¬ 
vant and so important when it denied Texas Eastern’s motion to omit the in¬ 
termediate decision procedure. In its Order, adopted February 9, 1955, the 
Commission said: 

” * * * In effect the Applicant would be authorized to construct and 
operate the new South Louisiana 24-inch line and the existing Kosciusko 
30-inch line, with added compression, in lieu of the segment of the Lit¬ 
tle Inch system of 20-inch pipeline from Baytown, Texas to Moundsville, 
West Virginia. Questions regarding the effects of this substitution of 
transmission facilities upon the cost of gas service and upon future sys¬ 
tem capacity are involved. The effects of other proposed use [ petroleum 
products transportation] of that segment of the Little Inch system on fu¬ 
ture gas transmission and sales service by Applicant’s system, including 
economic, engineering and legal implications require consideration. ” 

The Presiding Examiner’s response to this is fairly reflected in his 
statement that this ’’decision will not be expanded inordinately to fight these 
wind-mills of false issues. ” Decision, p.. 9. In fact, he did not discuss 
them at all on the ground they were not issues. Decision, pp. 12, 13. This 
action alone makes the Presiding Examiner’s decision a nullity for all practi¬ 
cal and legal purposes. 

4343 3. The Presiding Examiner’s failure to comply with the statute is also 

shown by his purported findings and conclusions on the abandonment of the 
Little Inch. He merely concluded, in language couched in terms of the stat¬ 
ute, that the present and future public convenience and necessity permit the 
abandonment because Texas Eastern does not propose to abandon or reduce 
any service and there will be no change in the gas supply available for the 
service presently being rendered. Decision, pp. 24, 25. The only other 
word about abandonment is this statement; Decision, p. 17: ’’The facilities 
[ sought to be constructed] would not be required and would be of no benefit 
unless the Commission permits the proposed abandonment. ” 
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Does the Decision mean that, in the Presiding Examiner’s view, a 
finding that the public interest permits the abandonment of the Little Inch is 
being made independently of and as a prerequisite to a finding that the public 
interest requires the proposed construction ? No such independent finding was 
made. On the contrary, all of the findings relate to the proposed construc¬ 
tion. 

As already noted (Exception No. 8), the Examiner’s Decision fails 
to consider the issue whether the abandonment may not be contrary to the 
public interest as raising cost of service in the event of future e^qpansion. 

No reasoned consideration of this issue is presented. 

4. The Presiding Examiner’s failure to comply with the Administra¬ 
tive Procedure Act also appears in his findings in respect to the cost of serv¬ 
ice, Decision, pp. 20, 22, in the event of future expansion. At no place 
does he refer to any evidence to support them. He says merely that the ’’Com¬ 
mission’s Staff has also reached that conclusion”, and refers to ’’reliable and 
reasonable estimates [by] Texas Eastern. ” Decision, p. 22. 

The Decision does not present the showing of reasoned consideration, 
the development of basic and underlying facts determined from attentive con¬ 
sideration to the evidence. The Presiding Examiner did not cite or analyze 
any specific evidence on which he relied, or the substantial evidence intro¬ 
duced by barge intervenors in rebuttal. As for the rebuttal evidence, the 
Presiding Examiner states that it ’’tends to strengthen the over-all showing 
made by Texas Eastern, even though errors of significant magnitude were 
revealed. ” Decision, p. 20. 

The finding that the evidence of errors in Texas Eastern’s case strength¬ 
ens that case, requires explanation and exposition. It certainly does not pro¬ 
vide a meaningful statement of basic facts and reasoning. 

Furthermore, the Examiner admits that the rebuttal evidence revealed 
errors in Texas Eastern’s presentation but says they are of insubstantial 
magnitude. Why does he think them insubstantial? Certainly they purport 
to be substantial; they purport to undercut the basis of the claimed reduction in 
cost of service (Exceptions No. 7 and 8). Did the Presiding Examiner give 
reasoned and attentive consideration to the rebuttal evidence and draw a 
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rational inference that it was not entitled to weight ? The Decision does not 

4345 reflect that such consideration was given, and it is defective. 

The defects in the Decision are indicated by Eastern Pub. Co. v. Fed- 
eral Communications Commission , 85 U. S. App. D. C. 33, 38, 175 F 2d 344 
(1949), stating that it is M not the court T s function to fashion from the evidence 
the established facts, and from the facts the conclusion. ” In that case the 
Court remanded the Commission’s order because it could not tell why the 
Commission reached its conclusions and therefore could not tell whether 
the conclusions were arbitrary. 

Of course, a hearing examiner is not required to discuss all of the 
evidence in detail. But where, as here, complicated factors of judgment 
and discretion must be resolved by the broad criteria of public convenience 
and necessity, there must be such exposition and consideration of the evi¬ 
dence as will permit a determination that the complicated factors have in 
fact been weighed in a rational manner and that the judgment and discretion 
have been exercised in accordance with law. 

5. In numerous respects the Presiding Examiner ruled out important 
lines of questioning and evidence. See Exceptions No. 3, 4, 5 and 8. These 
relate, in broad terms, to the impact of the conversion project upon future 
expansion; in terms of increasing ultimate costs to consumers, to gas re¬ 
serves and supplies; to determination whether alternative proposals will 
afford the same objectives of flexibility without the disadvantages of the 
instant proposal. Those matters are discussed in the Exceptions noted and 
are not re-argued here. What is pointed out here is that the Examiner’s 

4346 Decision does not indicate what were the issues in the case, and how they 
were disposed of. 

The defect is even more grievous because in numerous respects the 
Decision seems to predicate the conclusion of public interest upon subjects 
of the same nature as those where evidence was excluded. (See, e. g., ’’Fu¬ 
ture Expansion” (p. 19); ’’Access to Additional Sources of Gas Supply” (p. 17). 

The Presiding Examiners’ decision simply does not advise what were 
the issues in the case and how he disposed of them. 
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Only recently, in Northern Natural Gas Co , v. Federal Power Com¬ 
mission , 206 F 2d 690, 722 (C. A. 8th 1953), a finding as to an appropriate 
rate of return far more sufficiently fortified from the evidence than many of 
the Presiding Examiner’s findings here was held inadequate under Section 8 
of Administrative Procedure Act, and the case remanded to the Commission 
’’with direction to set out more fully and particularly the facts and the rea¬ 
sons bearing on its decision. . . What is of importance is that we are unable 
from the reported findings to arrive at a reasoned conclusion . . . the Com¬ 
mission has not sufficiently explained why it considers [ the rate of return 
fixed] reasonable. ” Here, the Presiding Examiner has not only not sufficiently 
explained why he concluded as he did, but has, as to some issues not explained 
the basis of his conclusions. His Decision is therefore fatally defective. 
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EXCEPTION NO. 11 

Barge intervenors except to the failure of the Presiding Examiner 
to give due consideration to the pendency of barge intervenors 1 antitrust 
suit against Texas Eastern and to his failure to defer the effective date 
of the order until that suit is determined by the Federal court. 

1. As the Presiding Examiner noted, barge intervenors have filed 
an action against Texas Eastern alleging that the proposed conversion of the 
Little Inch to petroleum products embraces a violation of the antitrust laws. 
(Decision, p. 11). The complaint appears as Appendix to the petition to in¬ 
tervene filed by River Company, Inc. etial. The existence of that suit is 
not only a matter of pleading and argument, but also of testimony by Mr. 

Naff (Tr. 1288-9). 

As appears from Exhibit 65, Texas Eastern has filed a motion for 
summary judgment. The Honorable Ben Dawkins, United States District 
Judge, has ordered that briefs be filed in June 1955, and advises that he 
expects to dispose of the motion for summary judgment prior to his depar¬ 
ture for vacation in August 1955. 

2. At the opening of the hearing, counsel for barge intervenors noted 
that the ’’public interest” questions include the consideration whether the con¬ 
version project is rooted in a violation of the antitrust laws. The Presiding 
Examiner inquired whether barge intervenors expected the Commission to 
decide that before the court does (Tr. 37). Counsel for barge intervenors 

replied that the application should be denied for other reasons, but 
that if it were not, it would be incumbent upon the Commission to take into 
account the serious antitrust question involved, that it would be appropriate 
in the public interest for the Commission to defer determination until the 
court's judgment, and then to take that ruling into account in its overall de¬ 
termination. (Tr. 38.) 

3. Following the direct examination of Mr. Naff, Staff Counsel Mr. 
Brunner inquired what time considerations would pertain to the sale of the 
preferred stock. Mr. Naff stated: ’’That would depend on the speed of this 
proceeding and of certain litigation now pending. ” (Tr. 1288.) Mr. Naff 
then stated that, assuming the Federal F'ower Commission issued the 


certificate, whether Texas Eastern would await the outcome of the litigation 
before going ahead with the project certificated would depend upon the opin¬ 
ion of counsel concerning the status of the lawsuit. (Tr. 1289-90). Inquiry 
has been made by Mr. Naff of counsel, and counsel have in effect said, 

’’Let’s wait and see. 11 (Tr. 1290.) 

Staff Counsel suggested that the Commission might see fit to condition 
the certificate upon the outcome of the antitrust suit filed by the barge in- 
tervenors. Tr. 1290-1. Mr. Naff stated (Tr. 1291): 

"So I would object to that type of a condition. It seems to me it is 
inappropriate for an administrative body to place it in a certificate. 

After all, if you will forgive my use of slang, we have to shoot our own 
dice about litigation. " 

4349 4. The Order prepared by the Presiding Examiner provides that Texas 

Eastern shall commence construction of the new facilities within 60 days from 
the date of the Order, unless otherwise ordered by the Commission for good 
cause shown. (Decision, p. 26.) That may be taken to require construction 
without regard to the status of the antitrust suit. It may even be used by 
Texas Eastern to justify proceeding with construction regardless of doubts or 
problems arising in connection with the antitrust suit. 

5. Exception is taken to the Order as devised. If Exception No. 2, which 
deals with the public interest questions raised by the conversion project, is 
sustained and the others overruled, the Examinees initial decision will have 
to be vacated, and the cause remanded for further proceedings. But assuming, 
for argument, that the Commis sion itself is disinclined to receive evidence in 
the antitrust sphere, so to speak, and that it determines that the application 
is otherwise in the public interest, its proper course is to proceed with ref¬ 
erence to the action of the District Court, whether Judge Dawkins grants or 
denies Texas Eastern’s motion for summary judgment in his ruling this July. 

Judge Dawkins will consider the contention of the barge operators that 
Texas Eastern’s project involves a violation of the antitrust laws because it is 
proposing to use its status as a legal quasi-monopoly in natural gas transmis¬ 
sion, where it is sheltered from free competition, as the root and basis 
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of projecting an illegal monopolizing of a petroleum products transportation 

market, and a consequent displacement and exclusion of the barge 
operators from that market. 

The sound course would be for this! Commission to defer its decision 
on the certificate application until it had an opportunity to receive and con¬ 
sider the ruling of Judge Dawkins, and to consider the interrelated ’’natural gas- 
petroleum products” questions involved in the monopolizing charge. At a min¬ 
imum, any certificate issued by this Commission in advance of the Court T s 
ruling should be conditioned upon a ruling granting Texas Eastern’s motion 
for summary judgement. 

Mr. Naff says, "we have to shoot our own dice about litigation. ” He 
assumes that this litigation is a purely private matter. Barge intervenors 
respectfully point out that there are public as well as private interests in¬ 
volved, both in the court litigation and in this proceeding before the Com¬ 
mission. 

This is not a question of power; it is a question of sound judgment and 
procedure. The Commission is aware of the interrelation of the lawsuit and 
the certificate requested. The course outlined above by barge intervenors is 
appropriate in the premises. 


» 
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CONCLUSION 


4352 


There’s less to Texas Easterns "gas” case, and more to its overall 
project, than meets the eye. 

It is not gas service which is the prime mover of Texas Eastern’s drive 
for Commission approval. From a gas service point of view, the present 
system and rate structure yield Texas Eastern a good return—estimated without 
out conversion, at 6.43 percent on its rate base in 1957, 6. 39 percent in 1958, 
and 6. 53 percent in 1959. (Exh. 11, p. 1.) The Little Inch renders adequate 
service. It has an efficiency close to 92 percent (Tr. 380); the efficiency of 
Texas Eastern’s entire system is 92 percent (Exh. 7, 8). 

Quest for Speculative Profits 

Profits in the petroleum products field, —that is the carrot moving t he 
donkey. 

Mr. Naff testified that one of the Company’s policy reasons for the con¬ 
version project was the greater return—a minimum of 7 percent—contemplated 
from products than from gas service. (Tr. 1254, 1431-2.) 

Petroleum products pipelines are entitled to a higher return because 
their business is speculative. Greater returns (10 percent) are allowed 
even than for crude lines (8 percent) due to the greater hazards and risks 
involved in products line service. * Texas Eastern concedes that the prod¬ 
ucts pipeline business is more speculative than the natural gas transmission 
business. The natural gas business has the advantages of protection from 

pipeline competition. 

Normally, however, entrants into speculative businesses must con¬ 
tend with gloomy portents as well as bright prospects. But Texas Eastern 
is not concerned. Losses in the petroleum products field could be offset by 
the fact that the conversion project means increased investment and increased 
profits in the natural gas business. And so Mr. Naff was able to say that Texas 
Eastern has "a great deal to gain. . . and really very little to lose”. (Tr. 

1367.) 

* Minnelusa Oil Corp. v. Continental Pipe Line Co., 258 I. C. C. 41, 56. 
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Texas Easterns Gas Arguments Mere Window-Dressing 

The question is not whether Texas Eastern may invest its dollars 
in a speculative enterprise, but whether its desire to do so is a reason for 
transferring a pipeline facility out of natural gas transmission. 

The natural gas arguments put forward by Texas Eastern are window- 
dressing. 

The resolution of Texas Eastern’s Board of Directors is illuminating. 
(Exhibit 23.) It approves the removal of the Little Inch from gas service 
for conversion to the transportation of petroleum products, and the con¬ 
struction of such additional gas facilities ”as might be necessary to enable 
the Company to continue to deliver to its customers the quantity of gas cur¬ 
rently being transported through the 20-inch (Little Big Inch) pipeline sys¬ 
tem. " No other reason is given for the construction of gas facilities. 

Texas Eastern then proceeds to develop ”gas” reasons for presenta- 
4353 tion to this Commission, reasons which are makeweights, or unsubstantiated, 
or both. 

The application stresses a bottleneck between Little Rock and Castor. 
That evaporates on the proof and is recognized by Mr. Naff as de minimis. 
(Exception No. 4.) 

The application bitterly complains (p. 11) that the Little Inch is a struc¬ 
tural limitation on the capacity of the Big Inch to expand gas service. Not a 
word is said about this in the proof. On the contrary, it is stated to be the 
definite policy of the Company not even to consider expansion on the Inch sys¬ 
tem (Tr. 1259). 

The application refers to the national security provisions, but Mr. Naff 
concedes that these ’’don’t create too much of a problem so far as [ Texas 
Eastern] is concerned. ” (Tr. 1430.) (Exception No. 6.) 

The alleged reduction in cost of service is given one sentence in the 
application but substantial treatment in the proof. Applicant’s vice-presi¬ 
dent, chief engineer, and financial advisor agree that this is the ’’guts”, the 
’’clincher”, of the case (Tr. 614, 1640). But its counsel acknowledges that 
the amount involved is so small ”it wouldn’t make much difference to a cus¬ 
tomer. ’’ (Tr. 1463.) (Exception No. 7.) 
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This backing and filling emphasizes that the real purpose of this con¬ 
version project is the hope of successful launching in the speculative products 
business, letting the natural gas industry carry the weight of failure and 
losses. 

4354 The Exceptions of course set forth the position of barge intervenors 

on these and other contentions made by Texas Eastern. As pointed out there¬ 
in, Texas Eastern has endeavored to present this case in such a way as to 
frustrate full consideration of its program even in regard to natural gas 
service. 

In January Mr. Naff referred to the urgency of demands which must 
be met by the fall of 1956, and said Texas Eastern plans ’’within a very 
few weeks” to file an application to increase compression on the proposed 
24-inch line to Kosciusko (Tr. 1446). Since that application would drama¬ 
tize the barren and unrealistic record in this Docket No. G2503, it is being 
deferred. (Exception No. 3.) 

Texas Eastern has been engaged in trying to "railroad” its pipeline 
through. Barge intervenors submit that consideration by this Commission 
of the genuine issues and background will result either in denial of the ap¬ 
plication on the record as made, or at least remand for full presentation and 
consideration. 


PROPOSED FINDINGS 
AND CONCLUSIONS 

4355 1. Texas Eastern Transmission Corporation (Texas Eastern) is a natu¬ 
ral gas company under the Natural Gas Act. It has been certificated by 
the Federal Power Commission to engage in the transportation and sale 
for resale of natural gas in interstate commerce. 

2. Texas Eastern proposes by its application filed herein to abandon 
from gas service a portion of its pipeline system, known as the Little Inch, 
from Baytown, Texas to Moundsville, West Virginia with a capacity of ap¬ 
proximately 220, 000 mcf of natural gas daily, and to convert that portion of 
its pipeline system to the transportation of petroleum products. 

3. In order to render the gas service now being rendered by the line pro¬ 
posed for abandonment, Texas Eastern proposes to construct and operate some 
29 miles of 20-inch pipeline from Baytown, Texas, to Hankamer, Texas, some 
382 miles of 24-inch pipeline from Beaumont, Texas, to Kosciusko Missis¬ 
sippi, to connect said line at Kosciusko,! Mississippi with its 30-inch line 
running from Kosciusko, Mississippi, to Connelsville, Pennsylvania, and to 
construct additional compressor facilities on the Kosciusko line. 

4. Texas Eastern is adequately meeting all existing demands on its sys¬ 
tem and at reasonable costs of service. 

5. Texas Eastern has not shown that the granting of the application herein 
will improve its ability to meet existing demands on its system. 

4356 6. Texas Eastern has not shown that the granting of the application herein 
will reduce its cost of service. 

7. Texas Eastern is aware of demands for gas service from its system 
which cannot be met by the existing system or by the system as it would be 
were the application herein granted and the abandonment and construction 
proposed herein carried out. It has failed to make a showing as to its plans 
for such demands, and as to the impact of the granting of its application in 
the light of future expansion. 

8. Texas Eastern has failed to carry its burden of proving by a prepon¬ 
derance of evidence that the present or future public convenience or neces¬ 
sity require the construction of the facilities proposed or permit the aban¬ 
donment of the Little Inch facilities. 


9. Texas Eastern's application is denied in toto. 

In the event that the Federal Power Commission does not make Pro¬ 
posed Finding 9 hereof, the following finding is proposed: 

10. The public interest requires the re-opening of this proceeding, and 
the convening of further hearings for the purpose of receiving the evidence, by 
way of direct testimony and cross-examination, offered by River Company, 

Inc., Chotin Towing Corp. and Greenville Towing Company, Inc., and ex¬ 
cluded by the Presiding Examiner. 

In the event that the Federal Power Commission does not make either 
4357 Proposed Finding No. 9 or Proposed Finding No. 10, hereof, the following 
finding is proposed: 

11. The public interest and appropriate accommodation between the ju¬ 
dicial and administrative tribunals of the United States in the discharge of 
their respective functions require that this Commission take no action re¬ 
specting the application herein until after the disposition of Civil Action No. 
4714, River Company, Inc., et al. vs. Texas Eastern Transmission Corpo¬ 
ration et al . now pending in the United States District Court for the Western 
District of Louisiana. 

Respectfully submitted, 

/s/ Harold Leventhal 

Harold Leventhal 
1632 K Street N. W. 

Washington 6, D. C. 

Counsel for River Company, Inc., 
et al, intervenors 

Of Counsel: 

Bryce Rea, Jr. 

919 Munsey Building 
Washington 4, D. C. 


May 9, 1955 
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UNITED STATES OF AMERICA 
FEDERAL POWER COMMISSION 

In the Matter of ^ 

TEXAS EASTERN TRANSMISSION CORPORATION) Docket G-2503 

PROFFER OF PROOF 
BY RIVER COMPANY, INC., ET AL. 

This is a proffer of proof tendered by intervenors River Company, 

Inc., et al., in accordance with the understanding reached at the con¬ 
ference of the Examiner and the various attorneys involved, held January 
20, 1955. 

This proffer sets forth in a general way the lines of proof which these 
intervenors proposed to offer for introduction into the record. 

The basic procedural purpose is that of permitting the Examiner 
to clarify and focus the issues in this proceeding in the light of his under¬ 
standing of the applicable law of the case. Accordingly, the proffer of 
proof is not made in detail, but is rather offered for the purpose of enabling 
the Examiner to define the areas in which he believes proof should be re¬ 
ceived. 

Intervenors, River Company, Inc., et al., hereby make formal prof¬ 
fer to prove, through appropriate testimony and exhibits, the following: 

I. 

The nature of proof in regard to gas service will be determined in sig¬ 
nificant degree by the cross-examination of Mr. Goodrich. Over and above 
refutation of Texas Eastern’s direct testimony and exhibits, intervenors offer 
proof in support of the following broad propositions: 

1. That Texas Eastern, in now proposing to withdraw from gas serv¬ 
ice the Little Inch, with its substantially depreciated rate bas^ and to use up 
the relatively inexpensive next stage of expansion in the Kosciusko line (by 
adding stations and compression as proposed in G-2503), will in effect be de¬ 
priving gas consumers of a substantial advantage of the present system. For, 
in regard to the next block of expansion, which would be obtained by addi¬ 
tional ejqpansion of the Kosciusko line (primarily looping) and expansion of 
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the South Louisiana line, the cost of service from Beaumont to Connels- 
ville would be significiantly greater than that resulting from retention of the 
Little Inch facilities. 

2. That there are alternative means of accomplishing the objectives 
of Texas Eastern which would be more favorable in terms of cost of serv- 
ice. n 

4359 Petroleum Products Transportation Market 
Which Would Be served by Little Inch 
Petroleum Products Line . 

1. The transportation market which would be available to the Little 
Inch, if operated as a products line in accordance with Texas Eastern's pro¬ 
posal, consists of the market for long-haul bulk transportation of light petro¬ 
leum products from the Gulf Cost and lower Mississippi Valley (District 3) 
to the Middle Mississippi and Ohio River Valleys in District 2 (Midwest). 

The terms "light products", or alternatively "clean products" refer princi¬ 
pally to gasoline, "distillates" (consisting primarily of heating oils and 
diesel oil), and kerosene. 

2. This entire transportation market is at the present time fully and 
adequately served by approximately 25-30 contract tank barge operators. 

They are small business men, independent of the oil companies, who are in 
active competition with each other. They have a record of increasing techno¬ 
logical efficiency and declining rates, particularly during the post-war years. 
The units of the barge fleet of today exceed 40, 000 barrels capacity on the 
average and consist principally of high-powered tow boats pushing steel 
barges in an integrated tow with an unbroken under-water line. This equip¬ 
ment has been specially designed for long hauls of large volumes on the Mis¬ 
sissippi and Ohio River system. Specifically, with the removal of war-time 
restrictions, the contract tank barge operators undertook a major moderni¬ 
zation program including (a) dieselization; (b) integration of tows; (c) radar 
and communications equipment; and (d) improvements in design of tow boats 
and barges. With their modernization program, individual barge operators 
have undertaken an investment on the scale of one million dollars per taw 
which has entailed a substantial burden of debt. 
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3. Natural gas and heating oils (principally #2 distillate oil) are 
competitive fuels, and the transportation facilities carrying these fuels 
to the same consuming areas are correspondingly competitive. Inter- 
venors and other contract tank barge operators, carrying clean petroleum 
products on the Mississippi and Ohio River systems, are transporting such 
products to the same fuel markets as those which (a) are served by Texas 
Eastern 1 s Big Inch and Little Inch gas lines; (b) would be served by the 
Kosciusko line as expaned under G-2503 and integrated with the Big Inch 
system; (c) would be served by expansions of each of these systems; (d) 
would be served by the Little Inch as a petroleum products line. 

4. The total volume of the transportation market for petroleum prod¬ 
ucts described in paragraph 1, a market: which is now served by the contract 
tank barge operators and whi ch is proposed to be served by Texas Eastern 
through the Little Inch line, is and will Remain a fringe supply for the Mid¬ 
west, of approximately 100, 000 barrels a day of clean petroleum products. 

This is projected to continue at approximately the same volume to "target” 
years 1956 and 1960 upon the basis of forecasts which assume a continuance 
of expansion of volumes of demand in the Midwest for future years resulting 

from continued economic activity and use at the high levels which have 
characterized the postwar years. 

The trend of increased expansion in refinery capacity in District 2 is 

based on industry and economic factors which, regardless of the Little Inch 

products line, will mean that District 2 refinery output of Light products will 

supply the great bulk of District 2 demand. 

B. Proposed Operation of Little Inch as 
Petroleum Products Line by Natural 
Gas Transmission Company 

5. Texas Eastern’s announced plan of operations would not yield vol¬ 
umes in excess of 60, 000 barrels per day, which would mean a substantial loss 
after all charges. Intervenors anticipate that Texas Eastern would undertake 
to develop larger volumes, but cannot foresee the precise means which might 
be used. (Reference may be made to the fact that Mr. Naff stated that the 
astute board of directors of his company would undertake to remedy such a 


306 

situation, if it should develop, but was not prepared to discuss the means). 

In any event, operations at 100, 000 barrels per day, which is the volume 
at which Mr. Naff has stated (in an affidavit filed in the pending antitrust suit) 
that the line is economically feasible and operable, could only be achieved by 
capture of the overwhelming bulk of the transportation market involved. 

6. The business of transportation of petroleum products by pipeline 
is basically more speculative than the natural gas transmission business. 

A company making the proposed investment in the Little Inch petroleum 
products line as an independent business would be entering a speculative and 
dubious venture with prospects of substantial losses. As to Texas Eastern 1 s 
forecast of income before taxes exceeding five million dollars per annum, this 
would require volumes in excess of 175, 000 barrels of products per day, and 
there is no reasonable basis for forecasting such volumes. 

7. Texas Eastern 1 s proposal is founded on economic and business fac¬ 
tors which are basically defective from the point of view of the public in¬ 
terest in healthy industrial development and a sound pattern of business 
organization and competitive business relationships. This basic defect 
consists in the use of a legally-protected natural gas transmission busi¬ 
ness as a vital element in, and foundation for, entering and conducting op¬ 
erations in the petroleum products transportation industry. The matter can 
be examined from the viewpoint of various inter-related aspects which are 
fundamentally different phases of the same basic defect, as follows: 

a. In operating the converted Little Inch line as a petroleum prod¬ 
ucts transportation facility, Texas Eastern would be participating simul¬ 
taneously in two conflicting and competing enterprises. This internal con¬ 
flict of interest has the potentiality of diminishing the effectiveness with which 
Texas Eastern would pursue either or both businesses, with consequent in¬ 
jury to the public interest in the efficient and single-minded pursuit of each. 

4361 b. Texas Eastern’s stature in the gas transmission business would 
assure it special financial advantages against petroleum products trans¬ 
portation firms not enjoying special government protection in another busi¬ 


ness. 
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These include specifically but not exclusively, (i) financing of a 
products pipe line which could not obtain financing on its own merits, 

(ii) persistence in products pipe line loss operations by absorption of 
products transportation losses in expanded gas transmission revenues, and 

(iii) application of reserves and revenues derived from the gas transmission 
business to enlarging the area of business of the products line beyond that 
attainable in the products transportation business without such special 
advantages. 

c. Texas Eastern as a petroleum products carrier would have the 
important special advantage of acquisition of a pipe line, the cost of which 
have been paid off in substantial part by natural gas consumers, at a 
depreciated base, resulting in artificially low costs in the petroleum 
products business. 

d. Losses in the petroleum products business would have an adverse 
impact upon Texas Eastern’s financial Standing and in due course would 
adversely affect its ability to raise capital. 

e. The Little Inch petroleum products pipeline would be impelled 
to attempt to establish a monopoly in the products transportation market 
described above. Texas Eastern would be aole to establish this products 
transportation monopoly by virtue of the financial position assured it as a 
legal monopoly or a quasi-monopoly, in the gas transmission business. 

C. Position of Barge Operators in Regard to Competition With Products 
Pipe Line 

8. The intervenor barge operators believe in maintenance of free 
competition and stand ready to compete with any products pipeline which 
stands on its own two feet, just as they now compete actively with each 
other, provided basic ground rules of free competition without special 
advantages are maintained. The barge operators believe that, in this 
products transportation market, a large diameter products line is not as 
efficient as modern barges, particularly taking into account the greater 
flexibility of the barges in terms of carrying large or small volumes and 
in terms of varieties of origins and destinations. However, the barge 
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operators fear and complain of Texas Eastern’s manifest purpose to over¬ 
ride the natural economic advantages of barge transportation by subsidizing 
the products pipeline through the earnings of a natural gas transmission 
company which is sheltered from free competition. 

D. National Defense Interest . 

9. Conversion of the Little Inch line to petroleum products transpor¬ 
tation service, as proposed by Texas Eastern, in peacetime, is contrary 
4362 to the national defense interest. There is a basic difference between con¬ 
version in peacetime, when the consequence will be to displace a major 
part of the river tank barge fleet, and conversion in time of emergency 
when all available petroleum transport facilities will be urgently needed. 
Conversion in peacetime can only mean a reduction in the total potential 
supply of petroleum transport facilities available in time of emergency. 

As a result of Texas Eastern’s plan, involving displacement and dispersal 
of the barge fleet, a flexible and mobile transportation facility, capable of 
serving a multiplicity of origins and destinations as need arises, will be 
sacrificed. There would be substituted a rigid and inflexible facility 
committed to fixed origins and destinations which would be rendered wholly 
or partially useless by destruction of the refineries concentrated in the 
vulnerable Gulf Coast area or consuming centers at delivery terminals. 

In a time of shifting and presently unpredictable transportation needs, 
such a sacrifice of flexibility is contrary to the national defense interest. 

If, however, conversion is deferred until emergency arises, or 
appears imminent, both the barge fleet and the pipeline will be available 
to supplement each other in the light of circumstances as they develop. 

Moreover, success of Texas Eastern’s announced plan of achieving 
operating volumes of 175, 000 barrels per day, (though entirely improbable 
with the use of normal business methods) could be accomplished only by 
displacement of a substantial portion of the widely dispersed refining 
capacity in the Midwest. This capacity is strategically located in relation 
to well-dispersed Midwest industrial installations. The ultimate conse¬ 
quence of this displacement would be to intensify the concentration of 
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refining facilities in the Gulf Coast which is highly vulnerable to attack 
and more than a thousand miles distant from Midwest industrial plants. 

It is obviously in the interests of sound national defense planning to avoid 
increased concentration on the Gulf Coast and to encourage dispersal of 
refining capacity. 


The intervenors have already made available to the Examiner and 
to the other parties exhibits marked A through U for preliminary identifi¬ 
cation, as part of the proof to be adduced in support of the foregoing. 

If proof is permitted by the Examiner in any areas where cross- 
examination has previously been restricted, intervenors will request 
opportunity to complete cross-examination before introducing proof by 
witnesses and exhibits. 

4363 We stand ready to supply proof as outlined in the foregoing proffer 

upon reasonable notice. 

Respectfully submitted, 

Harold Leventhal 
1632 K Street, N.W. 

Washington, D. C. 

Counsel for intervenors, 

River Company, Inc., et al. 

Of Counsel: 

Bryce Rea, Jr. 

Munsey Building 
Washington, D. C. 

Dated January 21, 1955 
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UNITED STATES OF AMERICA 
BEFORE THE 

FEDERAL POWER COMMISSION 

In the Matter of ^ 

TEXAS EASTERN TRANSMISSION ) Docket No. G-2503 
CORPORATION ) 

EXCEPTIONS OF CITY OF 
PITTSBURGH, INTERVENOR 
TO THE DECISION OF THE 
PRESIDING EXAMINER 

EXCEPTION NO. 1 

The city of Pittsburgh excepts to the Following ultimate finding of the 
Presiding Examiner: 

”3. The present and future public convenience and necessity 
permit the abandonment and withdrawal from natural gas service of 
the facilities herein proposed to be abandoned when the substitute 
facilities herein proposed have been constructed and begin in opera¬ 
tion to render the same natural gas service. 

This finding is grounded on three supporting findings. The first is that 
’’expansion of the Big-Little Inch System, while feasible from an engineer¬ 
ing standpoint, presents difficulties not encountered in the expansion of a 
single high pressure line with the equipment now available. ” Decision, p. 

19. It is submitted that the expandability of the Big-Little Inch system is 
4367 not material to the determination of this case. It may well be, as the Pre¬ 
siding Examiner found, Decision, p. 19, that future expansion of Texas 
Eastern’s system delivery capacity can be had most economically by ex¬ 
panding the capacity of the Kosciusko Line and constructing the South 
Louisiana Line. If so, it is all the more important that that economic ex¬ 
pansion be used to meet the increased demands on Texas Eastern rather 
than merely to replace the existing capacity of the Little Inch, which is 
rendering adequate service at reasonable rates. 
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As was said in the City’s Brief to the Presiding Examiner: 

’’The gas consumers in the City of Pittsburgh have a basic 
opposition to surrendering a natural gas trunk line with a capacity 
of 200, 000 mcf per day. Texas Eastern proposes that an equivalent 
amount of gas be supplied by expanding the Kosciusko line by an equivalent 
amount, from approximately 375, 000 mcf per day to approximately 
605, 000. 

’’But that expansion of the Kosciusko line is a natural and inher¬ 
ent ’asset’ which gas consumers should be able to ’realize’ on in the 
future in any event, even assuming that the Little Inch is retained in 
service. Indeed, it was the basic presentation in Docket N o. G-1012 by 
Texas Eastern that the Kosciusko line would have a natural economic 
capacity of approximately 550, 000 mcf per day, and that was part of 
the justification for the certificates in that case although only approxi¬ 
mately 37 5, 000 mcf per day was covered as of that time. 

”In our opinion under the Commission’s certificate in Docket 
No. G-1012 gas consumers should have the advantage of both the Little 
Inch and the natural economic capacity of the Kosciusko line. They 
should not be in a position of sacrificing one in order to obtain the 
other. If Docket G-2503 is approved, gas consumers will not receive 
the benefit of that expansion in the Kosciusko line. Instead it will be 
used up in order to replace a line already in gas service, and being re¬ 
moved in quest of profits in the oil products business. ” 

4368 The second finding in support of the ultimate finding that abandonment 
is in the public interest is that ’’the Big-Little Inch System is subject to the 
National Security Provisions and may be recaptured by the National Govern¬ 
ment on short notice. ” Decision p. 19. 

We feel that this is a point which is really a make-weight, and that it 
is used by the Presiding Examiner to fill in the gap left by the failure to con¬ 
sider issues which present real problems to the consumers. 

Texas Eastern’s president put this matter in proper perspective when 
he testified that the National Security provisions ’’don’t create too much of 
a problem so far as [we are] concerned. ” Tr. 1430. 
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That the National Security Provisions are a factor of little, if any, 
weight is indicated by the fact that the Federal Power Commission itself did not 
not accord them weight although it was well aware of the National Security 
Provisions when it first certificated the Little-Big Inch System for gas serv¬ 
ice in Docket No. G-880. If they were neither a matter of consequence nor 
an incumbrance preventing the line from going into gas service, they are 
surely not a factor for now taking that same line out of gas service. More¬ 
over, the passage of ten years has consumed 50 percent of the life of those 
provisions. Originally they were of 20 years duration. As of 1957 when 
the conversion is proposed to be effective, their remaining effective span 
will be only ten years. The Presiding Examiner has, we think, improperly, 
other wise narrowed this proceeding unduly on the ground that the matters 
4369. involved were concluded by other Commission determinations. The 
matter of dormant estate was, if anything, a matter which had been ex¬ 
pressly considered by the Commission and found of little moment. 

The third ground on which the Presiding Examiner concluded that 
the public interest would be served by abandonment of the Little Inch is 
that: 

”* * * ih this proceeding it has been established by preponderant 
proof that the cost of service will be reduced by the proposed changes 
in facilities. The Commission’s Staff has also reached that con¬ 
clusion. It is, therefore, found that the resulting cost of service 
(both now and as estimated regarding possible expansion of 100, 000 
Mcf and 300, 000 Mcf) will not (under presently known conditions af¬ 
fecting future expansion) increase in any appreciable degree. * * *” 
Assuming arguendo that this finding were supported by the evidence, 
it does not justify the abandonment preposed. The reasons are set forth 
in our Brief to the Presiding Examiner as follows: 

”So far as gas consumers are concerned, the Little Inch line 
is an ’asset’ of value. It renders adequate service at reasonable rates. 

Its operating expenses may be higher than other lines, but on the 
other hand it has a low rate base, which reduces cost of service. 

The rate base is low because of depreciation, which represents the 


company’s recovery from gas customers in the past 7 or 8 years. The 
gas consumers should be entitled to the benefits of this low rate base. 

”If Texas Eastern had shown that current costs of service would 
be substantially reduced by the conversion project, we would see an 
advantage to consumers and to the public interest. With a substantial 
reduction in the cost of service there would be a basis for requesting 
the Federal Power Commission to lower rates. 

’’But the reduction in cost of service claimed by Texas Eastern, 
upon the basis of a 6 percent rate of return, is only $1,227,400 for 1957. 
That is less than three-fourths of 1 percent of the total cost of service, 
and averages only a quarter of a cent per mcf delivered. 

’’Moreover, the Texas Eastern figures show that their claimed 
reduction in the cost of service will be substantially less in 1959 than 
it is in 1957. (Exh. 67.) 

”In our opinion, it is unlikely that such a slight reduction in the 
cost of service would ever bring about a rate reduction and, in any 
event, it is too trifling to warrant : the risks involved in the expen¬ 
diture of $70, 000, 000 or more. It! does not begin to justify the with¬ 
drawal of a trunk gas transmission line which is rendering satisfac¬ 
tory service. 

[ * * * * ] 

’’The Examiner refused to receive testimony comparing the cost 
of the service on the Little Inch line with the cost of service on the next 
block of expansion on the Kosciusko line, expansion over and above 
Docket G-2503. (Tr. 2120 ff.) 

”We think this is clearly the heart of the matter in regard to 
costs. It is far more significant than any saving in the cost of service 
due to Docket G-2503 taken by itself. Texas Eastern’s next block of 
expansion will come right behind this conversion project. But if the 
Little Inch line is converted now, it is lost to gas consumers. If the 
next block of expansion on the Kosciusko line means a higher cost of 
service than would be involved in retaining the Little Inch, the 
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consumers are undoubtedly damaged. Yet under the Examinees rul¬ 
ing there would be no way to bring this to the attention bf the Com¬ 
mission. 

M This is exactly the problem we awere concerned about at the 
start of the proceeding, that Texas Eastern was giving up the Little 
Inch which has a low rate base and would soon construct loops on the 
Kosciusko line which will mean a substantially higher cost of service 
than would be involved in retaining the Little Inch. We don’t know 
whether that is the fact, but this is certainly what troubles us. And 
in our view the Federal Power Commission should not grant Texas 
Eastern’s application unless it has looked into this question. ” 

4371 Moreover, the finding respecting cost of service is not supported by 
the evidence taken as a whole. As we said in our Brief: 

”* * ♦The assumptions and formulae used by Texas Eastern for pro¬ 
jecting costs on the existing system and on the system as proposed 
herein lack the precision and the detailed support in evidence neces¬ 
sary to provide an adequate basis for estimates of costs within such 
narrow ranges. The testimony of Mr. Martin T. Bennett (Tr. 1271 
ff.), a qualified and competent engineer, points out infirmities in the 
approach of Mr. Baxter Goodrich toward estinates of reductions in 
cost of service. Of especial significance is his evidence that Mr. 
Goodrich’s estimates as to the increase in expenses on the Kosciusko 
line involved in Docket G-2503 are approximately $750, 000 less than 
the estimates made by Mr. Marvin, in charge of plans and economic 
studies in the Texas Eastern’s engineering department. ” 

4372 EXCEPTION NO. 2 

The City of Pittsburgh excepts to the refusal of the Presiding Examiner 
to permit effective cross-examination of Texas Eastern’s witnesses and the 
presentation of evidence by other parties respecting the issue of the future 
public convenience and necessity. 

Texas Eastern’s President, Mr. Naff, testified that there would be 
increased demands on Texas Eastern’s system by the fall of 1956 (Tr. 1445). 
Texas Eastern contemplates filing an application shortly to increase its 
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capacity in order to meet them (Tr. 1446). Yet Texas Eastern introduced no 
evidence to show that whose demands are ejected to be, where it plans to 
get the gas to meet them, the cost of that gas, the facilities that will be 
needed to transport it, or the cost of transporting it. The Presiding Ex¬ 
aminer excluded evidence relating to the future respecting both costs 
(Tr. 212ff) and gas supplies (Tr. 241, 1391). In his view the Commission 
could be concerned only with the exact proposal of Texas Eastern in G-2503 
(Tr. 2051) which, with minor exceptions, seeks no authority for changes 
or additions in capacity, sales or deliveries. 

It is submitted that the Presiding Examinees view and consequent rul¬ 
ings were in error. The Natural Gas Act requires consideration of the fu- 

4373 ture public conveneince and necessity. Indeed, Texas Eastern’s application 
justified its proposal in part upon future benefits to its customers and thus 
to the ultimate consumers. In its present state that Record discloses a 
failure of proof on these issues that is fatal to the granting of the application. 

The Record does not support a finding that abandonment of the Little 
Inch is permissible in the public interest even taking into account the opera¬ 
ting characteristics of the M tie line". Since all lines are now operating at 
capacity, the tie line does not afford immediate benefit to gas consumers. 

If it has benefits in terms of future service and future needs of gas con¬ 
sumers, whether by permitting Texas Eastern to increase its reserves in 
preparation for expanded service, or otherwise, that factor must be weighed 
in the overall picture of future needs and service. Assuming that the benefits 
of a tie line can be achieved in the future even in the absence of conversion, 
and at a lower future cost of service than if the depreciated Little Inch is 
surrendered, the future public interest is not served by granting the appli¬ 
cation. The Examiner’s rulings foreclosed inquiry into these matters. 

4374 EXCEPTION NO. 3 

The City of Pittsbuigfr excepts to the refusal of the Presiding Examiner 
to admit evidence as to alternatives to the abandonment of the Little Inch by 
means of which Texas Eastern could accomplish the same objectives in terms 
of gas service (Tr. 2050). 
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The point here has been covered in effect under Exception No. 2. If 
gas consumers can obtain the advantages of a Tie Line, without the disad¬ 
vantage of surrendering a trunk line with a low cost of service in the future, 
then the application is not in the p ublic interest. 

In our conclusion to the Commission we should like to repeat the con¬ 
clusion of our brief before the Presiding Examiner: 

"The Little Inch has been dedicated by Texas Eastern to the natural 
gas service. Texas Eastern rece ived a certificate to operate the 
Little Inch in gas service upon findings that it was ready, willing, 
and able to provide gas service, the provisions of shich at reason¬ 
able rates is declared by the Natural Gas Act to be in the public in¬ 
terest. Texas Eastern is now interested, in the hope of reaping 
greater profits, in the carriage of petroleum products. But it 
is submitted that Section 7 of the "Natural Gas Act does not permit 
the abandonment of a natural gas pipeline because a natural gas com¬ 
pany desires to use that line in another business. Texas Eastern has 
failed to show that the public interest in adequate and expanding gas 
service at reasonable rates, the only basis other than depletion of gas 
supply upon which abandonment may be allowed, permits such aban¬ 
donment. ” 

Respectfully submitted, 

CITY OF PITTSBURGH 

By J. Frank McKenna, Jr., 

City Solicitor 

Robert Engel, 

Assistant City Solicitor 


May 9, 1955 
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4388 UNITED STATES OF AMERICA 

FEDERAL POWER COMMISSION 

In the Matter ) 

of ) Docket No. 

) G-2503 

TEXAS EASTERN TRANSMISSION CORPORATION) 

MOTION OF INTERVENORS 
RIVER COMPANY, INC., CHOTIN TOWING CORPO¬ 
RATION AND GREENVILLE TOWING COMPANY, INC., 

IN SUPPORT OF RE-OPENING OF PROCEEDING FOR 
THE TAKING OF ADDITIONAL EVIDENCE 

Come now Intervenors River Company, Inc., Chotin Towing Corpo¬ 
ration and Greenville Towing Company, Inc., and state as follows: 

On May 9, 1955, Intervenors filed with this Commission Exceptions 
to the Presiding Examiner’s Decision as well as Proposed Findings and 
Conclusions. Proposed Finding No. 10, which the Commission is asked 
to make in the event it determines not to deny the application of Texas 
Eastern Transmission Corporation, reads: 

”10. The public interest requires the re-opening of this proceeding, 
and the convening of further hearings for the purpose of receiving 
the evidence, by way of direct testimony and cross-examination, 
offered by River Company, Inc., Chotin Towing Corp., and Green¬ 
ville Towing Company, Inc., and excluded by the Presiding Examiner. " 
In further support of Proposed Finding No. 10 and pursuant to Rule 
1. 33 of the Rules of Practice and Procedure, Barge Intervenors hereinafter 
set forth facts which they submit constitute grounds requiring the re-opening 
of the proceeding. 

Pursuant to Order of the United States District Court for the Western 
District of Louisiana in C. A. No. 4714, Ri ver Company, Inc. , et al. v. 

Texas Eastern Transmission Company , et al. , dated April 16, 1955, after 
the hearings in this proceeding had concluded, certain documents in the 
possession of Texas Eastern were made available to Barge Intervenors 
herein. Counsel for Barge Intervenors were not able to examine, study 
and analyze these documents until after Barge Intervenors’ Exceptions 
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were filed on May 9, 1955. Among these documents are three Memoranda 
of Charles I. Thompson, as follows: 

(a) Draft memorandum, dated January 21, 1954, entitled’’Matters 
to be Considered In Connection With the Proposed Conversion of the Little 
Inch to Products. 

(b) Memorandum to Texas Eastern Board, dated February 26, 1955, 
in two parts. This Memorandum has no caption but considers Texas Eas¬ 
tern^ system from the viewpoint of gas service, and also considers feasi¬ 
bility of converting Little Inch to products service. 

(c) Memorandum to Mr. Naff, dated April 29, 1954 (mimeographed). 
This memorandum has no caption. It undertakes to set forth a clear under¬ 
standing of the alternatives, as a preliminary to embarking upon a substan¬ 
tial reconversion, expansion and financing program. 

Mr. Thompson, who also appears as one of counsel of record in this 
proceeding, was formerly assistant general counsel of War Emergency 
Pipe Lines, which operated the Big Inch and Little Inch lines. He has 
acted in regard to the foregoing memoranda as a member of the Board of 
Directors of Texas Eastern with special responsibility for the reconversion 
project and policy matters pertaining thereto. (Tr. 1263-6). 

4390 The foregoing memoranda contain matter not only relevant and ma¬ 
terial to the issues in this case, but of vital concern to the Commission, 
because it effectively contradicts the testimony of Texas Eastern’s Presi¬ 
dent and policy witness in the proceeding, and in effect destroys the basis 
upon which Texas Eastern in its proof, and the Presiding Examiner in 
his Decision, sought to justify the granting of the application. 

A. Texas Eastern’s Witness Naff gave, as a primary policy reason 
for its determination to abandon the Little Inch and to expand the capacity of 
the Kosciusko line and construct a line from Beaumont, Texas, to Kosciusko, 
Mississippi, in substitution therefor, what he called the ’’operational neces¬ 
sity” of the connecting line from Beaumont to Kosciusko. (Tr. 1252) He 
testified that such a tie-line could be constructed only if the Little Inch were 
abandoned (Tr. 1417 ff.) because, absent such abandonment, the tie-line 
would not feasible unless there were to be an expansion in sales from 300 
to 500 thousand mcf per day (Tr. 1254). 
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The matter contained in the Memoranda of Mr. Thompson shows cate¬ 
gorically: (1) That Texas Eastern considers a tie-line to Koscisuko to be 
feasible at Volumes of only 200, 000 mcf per day, and that 200, 000 mcf per 
day will support a capital cost "far in excess of the $46, 000, 000 at which 
the Little Inch is carried on the books for rate making purposes"; 

(2) That Texas Easterns new markets will reach 200, 000 mcf per day 
about 1957; that Texas Easterns customers desire to increase their contract 
quantities commencing November 1, 1955, to the extent of about 135, 000 mcf 
4391 per day; that Texas Eastern will be requested to increase aggregate de¬ 
liveries thereafter by an additional 50, 000 mcf per day per year, and that 
this growth may be expected to continue indefiniately; and (3) That a tie- 
line is necessary and should be constructed whether or not the Little Inch 
is converted to petroleum products transportation. 

B. The matter contained in the Memoranda of Mr. Thompson shows 
that it is Texas Eastern 1 s view that the national security provisions are not 
a significant policy factor in support of the proposed application "because 

[ in the event of conversion] the communities and industries servied in the 
Mississippi and Ohio River valleys will, over the years, become dependent 
upon the Little Inch as a source of petroleum products which could not be 
eliminated during an emergency without the disruption of the economics 
of that area. " It will further show that Mr. Reginald Hargrove, the late 
President of Texas Eastern, and Mr. Charles I Thompson, were informed, 
as members of a task force of the National Security Resources Board, that 
the planning of the defense authorities with respect to the transportation of 
petroleum in the event of emergency was and is premised on the need for the 
transportation of crude oil to the East Coast . Particular attention was paid 
in this planning to the substantial capacity of the Big Inch, both as it stands 
and as it may be expanded upon emergency conversion. 

C. Evidence in the Memoranda referred to, establishing the fore- 
4392 going with supporting detail, is obviously of vital importance in view of the 

fact that the Presiding Examinees Decision attempts to justify the aban¬ 
donment of the Little Inch on the grounds of the national security provi¬ 
sions (Decision p. 21) and the need for a tie-line between the Inch System 
and the Kosciusko line (Decision p. 17 et seq.). 
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Upon re-opening, Barge Intervenors would submit not only the evi¬ 
dence referred to above, but in addition, would present the evidence ex¬ 
cluded by the Presiding Examiner (both on cross-examination and rebut¬ 
tal) referred to in their Exceptions filed May 9, 1955. 

In effect, the evidence would show that the basic reason why Texas 
Eastern 1 s customers and the ultimate gas consumers are being asked to 
give up the Little Inch, with its low rate base, and its 200, 000 mcf per 
day of capacity, is to permit Texas Eastern to seek higher earnings in 
the transportation of petroleum products. The abandonment of the Little 
Inch will neither remove nor diminish the threat of the exercise by the 
United States of its dormant estate. The abandonment of the Little Inch is 
not necessary to enable the construction of a tie-line and the expansion of the 
Kosciusko line. On the contrary, Texas Eastern can and will go forward 
with this construction and expansion in any event. In other words, this 
evidence confirms Barge Intervenors 1 point that Texas Eastern’s proposal, 
stripped of its window dressing, is simply an effort to withdraw a trunk 
line dedicated to and rendering adequate and economical natural gas serv¬ 
ice, and largely depreciated at the expense of gas consumers, because it 
wants to enter another business. Reference is made to Barge Operators’ 
4393 Petition to Intervene and Exceptions for the statement of why this is not 
in furtherance of the public interest. 

Wherefore, Barge Intervenors request that, in the event the Com¬ 
mission determines not to deny Texas Eastern’s Application on the pres¬ 
ent record, it not only adopt Barge Intervenors’ Proposed Finding No. 10, 
but also, in addition, pursuant to Rule 1. 33 of the Rules of Practice and 
Procedure, order the proceeding re-opened for the introduction of the 
evidence outlined herein. 


Respectfully submitted, 


Of Counsel: 

Bryce Rea, Jr. 


/s/ Harold Leventhal _ 

Attorney for River Company, Inc. 
Chotin Towing Corporation 
Greenville Towing Company, Inc. 
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4408 UNITED STATES OF AMERICA 

FEDERAL POWER COMMISSION 

Before Jerome K. Kuykendall, Chairman; Claude L. Draper, 

Commissioners: Nelson Lee Smith, Seaborn L. Digby and Frederick 

Stueck. 

In the Matter of ) 

i ) Docket No. G-2503 

TEXAS EASTERN TRANSMISSION CORPORATION ) 

OPINION NO. 282 

OPINION AND ORDER ISSUING CERTIFICATE 
OF PUBLIC CONVENIENCE AND NECESSITY 
AND PERMITTING ABANDONMENT OF FACILI¬ 
TIES 

This matter is before us upon exceptions to and appeals from the inter¬ 
mediate Decision of the Presiding Examiner as filed herein April 12, 1955. 
There are to be decided whether the present or future public convenience 
and necessity requires that Applicant, Texas Eastern Transmission Corpo¬ 
ration (Texas Eastern) construct and operate its proposed facilities in lieu 
of certain existing facilities, whether the present or future public convenience 
and necessity will permit the abandonment as herein proposed, whether the 
trial examiner improperly restricted presentation of evidence, and whether 
due process of law was accorded certain exceptants. 

The proceeding arose out of the filing, on July 26, 1954, by Texas 
Eastern of an application, and supplements thereto, on July 30, 1954, and 
October 25, 1954, (1) for a certificate of public convenience and necessity 
pursuant to Section 7 of the Natural Gas Act, authorizing the construction 
of certain natural gas pipe line facilities, and (2) for an order pursuant to 
Section 7 of the Act, authorizing the abandonment of certain facilities, all 
as nereinafter described. 
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4409 Petitions to intervene were filed by various parties. The aforesaid 
petitions to intervene were granted by orders issued September 13, October 
22, and November 23, 1954. 

Pursuant to due notice, a public hearing was held in Washington, D. C., 
on hearing days continuously from December 6 through December 20, 1954, 
and from January 18 through January 28, 1955, on which date the hearing 
concluded. By order issued February 10, 1955, the Motion of Texas 
Eastern for Omission of Intermediate Decision Procedure was denied. 

Initial briefs were filed on February 28, 1955, reply briefs on March 
15, 1955. The Presiding Examiner filed a decision in this matter on April 
12, 1955, which was issued on April 13, 1955, granting the prayers of the 
application. Thereafter, pursuant to Section 1. 31 of the Rules of the Com¬ 
mission, exceptions to and appeals from the decision were filed May 9, 

1955, by the City of Pittsburgh, Pennsylvania, River Company, Inc., et al.,^/ 
and American Pipe Line Corporation (American Pipe). Oral argument on 
these exceptions and appeals was heard on June 2, 1955. 

4410 It is the position of the Interveners who filed exceptions that, on the 
record made, approval of Texas Easterns application is not required by 
the present or future public convenience and necessity. Interveners, River 
Company et al. and the City of Pittsburgh, Pennsylvania, also assert that 
they were not accorded a full and fair hearing by the Presiding Examiner 
and Counsel for Intervener American Pipe, stated tint while it was a full 
hearing he would not ’’necessarily concede that it was a fair hearing in all 
respects. ” 

1/ Namely: The United Gas Improvement Company, Philadelphia Electric 
Company, Public Service Electric and Gas Company, The East Ohio Gas 
Company, The Peoples Natural Gas Company, New York State Natural 
Gas Corporation, Algonquin Gas Transmission Company, The Ohio Fuel 
Gas Company, Manufacturers Light & Heat Company, National Coal As¬ 
sociation et al., American Pipe Line Corporation, River Company, Inc. 
et al., Equitable Gas Company, City of Pittsburgh, Pennsylvania, and 
New Jersey Natural Gas Company. 

2 j River Company, Inc., Chotin Towing Corporation, and Greenville 
Towing Company are the barge interveners who have acted jointly in 
this proceeding. 
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No customer company of Texas Eastern opposed the granting of the 
instant application. Two of these companies, Public Service Electric and 
Gas Company and The United Gas Improvement Company, filed briefs and 
argued orally in support of the application. 

Staff Counsel concurred with the Presiding Examinees conclusion 
that the benefits which will result from the proposal of Texas Eastern if 
granted are substantial and controlling in favor of the application. Staff 
Counsel also submitted that the Intervenors who have filed exceptions 
to and appeals from the Presiding Examinees decision were accorded a 
full and fair hearing. 

We have considered the application, the evidence adduced, the Pre¬ 
siding Examiner 1 s decision and recommendations, the Interveners* excep¬ 
tions to the decision, the oral argument^ and the Motion by River Company, 
Inc., et al. to reopen this proceeding which was filed on May 20, 1955, and, 
on the basis of our own analysis, conclude that a certificate of public con¬ 
venience and necessity should issue authorizing construction and opera¬ 
tion of the facilities proposed and permitting abandonment of the Little 
Inch line. 

4411 Facilities Which Texas Eastern Proposes 

To Retire and Construct 

Texas Eastern proposes to retire from natural gas service that por¬ 
tion of the original Little Inch system which extends from Baytown, Texas, 
to Moundsville, West Virginia, and included in such retirement are all com¬ 
pressor stations or portions thereof which power the Little Inch between the 
above-mentioned limits and other auxiliary equipment. To replace the ser¬ 
vice provided by the Little Inch, Texas Eastern proposes to construct a 
tie line connecting the existing system in the vicinity of Beaumont, Texas, 
with its existing system at Kosciusko, Mississippi. Included in the fa¬ 
cilities to be constructed will be new compressor stations, additions to 
existing compressor stations, and appurtenant facilities. 

The facilities proposed to be abandoned include 60 miles of 16-inch 
and 1108 miles of 20-inch pipe line, Compressor Stations C, D, E, F and 
G, totaling 25,150 Hp. of compression, and a portion of the compressor 
horsepower in Stations Nos. 5 through 20, totaling 128,200 Hp. 
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The replacement of the above-described facilities will be accomplished 
by the construction of approximately 481. 5 miles of various sizes of pipe 
lines ranging from 3. 5 inches to 24 inches in diameter, ten new compressor 
stations with an installed horsepower of 86, 900, and additions to stations on 
the existing Kosciusko line totaling 36, 020 Hp. 

4412 Cost of Facilities 

Texas Eastern submitted detailed estimates of both the cost of the con¬ 
struction of the proposed replacement facilities and the value of the prop¬ 
erty to be retired. The total estimated cost of all the facilities needed to re¬ 
place the retired Little Inch facilities is $71, 814, 000. The evidence indi¬ 
cates that, as a result of the instant proposal, Texas Eastern 1 s rate base 
will be increased approximately $22, 000, 000. 

No issue was raised regarding the estimated cost of facilities and it 
is our opinion that such costs are reasonable. 

Engineering Feasibility 

The basic and motivating reason underlying this application is that 
Texas Eastern desires to go into the business of transporting petroleum prod¬ 
ucts by means of the Little Inch pipe line. Texas Eastern introduced evi¬ 
dence to show that additional operating flexibility of its natural gas system 
and potential sources of new gas supply as well as other benefits would re¬ 
sult because of the installation of the replacement facilities. It is the com¬ 
pany^ contention that the abandonment of the Little Inch to accomplish this 
purpose will be permitted by the present or future public convenience and 
necessity. 

The testimony indicates that the present peak-day delivery capacity 
of the two Inch systems as far as Lebanon, Ohio, is approximately 550, 000 
Mcf. Of this total, approximately 200, 000 Mcf per day is carried through 
the Little Inch. Because of the physical characteristics of the compressors 
and the pipe, the Big Inch and Little Inch are now operating at their struc¬ 
tural capacities. Exception was taken to this testimony and the contention was 

4413 

advanced that capacity could be increased in these lines by looping and the 
addition of compression. 
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Obviously this is true in this instance and the same can be said of any 
pipe line in existence as a broad generality, but it does not make any less 
true the fact that the Inch lines are now operating at their structural limits. 

In addition, it is Texas Eastern's policy not to expand along the route 
of the Big and Little Inch lines or in any way to increase the company's de¬ 
pendence on these facilities because of the "dormant estate" - the national 
security provisions - whereby the federal. Government could recapture the 
Inch lines for transportation of petroleum or petroleum products in the 
event this was necessary for national defense. 

The record discloses that the facilities to be constructed by Texas 
Eastern will adequately replace the service now rendered by the Little Inch 
and no customer of Texas Eastern will be deprived of gas service or cur¬ 
tailed in any way. 

No evidence was introduced which questioned the engineering design 
or operating reliability of the substitute facilities. 

System Flexibility 

The record contains much evidence of benefits to be gained by the con¬ 
struction of the new facilities. 

While it is quite apparent that the proposal before us does not involve 
future expansion, we cannot at any time close our eyes to the potential ex- 
4414 pansion inherent in any project. 

One of the prime advant ages to be gained is claimed to be operational 
flexibility. 

The record reveals that Texas Eastern presently has a contract with 
United Gas Pipe Line Company for the purchase of 378,000 Mcf of natural 
gas per day. This contract, which calls for delivery at Kosciusko, Missis¬ 
sippi, has as one of its conditions a minimum take-or-pay-for provision 
whicn requires Texas Eastern to take or pay for 72% of the maximum contract 
quantity, which is approximately 278,000 Mcf per day. This gives Texas 
Eastern a latitude in its purchase of approximately 100, 000 Mcf per day. 

There is also another contract with United for delivery of gas at long- 
view, Texas, which has a similar provision. This contract is for delivery 
of approximately 140, 000 Mcf per day, and has a 75% minimum take-or-pay-for 
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condition which allows Texas Eastern a swing of approximately 33,000 Mcf 
per day. 

This ability to swing simply means that if Texas Eastern has opera¬ 
tional flexibility due to the physical characteristics of its facilities, it has 
the option of reducing its take from United at the two points in question and 
purchasing other cheaper gas, thereby increasing its total reserves and 
effecting a reduction in cost. 

The proposed re-arrangement of facilities will improve its oppor¬ 
tunity to purchase gas when it is available, and particularly to make spot 
gas purchases which are usually obtained for shorter periods of time at 
low prices. By such additions Texas Eastern improves its reserves for 
4415 the future beyond the immediate four or five years considered in this 
application. Further, the proposed re-arrangement will permit Texas 
Eastern not only to buy gas in southern Louisiana and Mississippi - addi¬ 
tional areas from those to which it has been limited in the past - but may 
enable the company to increase its gas supply immediately upon comple- 
tionof the project here proposed. 

Potential Expansion 

Texas Eastern did not attempt to prove in this proceeding the relative 
merits of future expansion on its system. 

In view of the fact that in this application no additional service is pro¬ 
posed, we can find no fault with the company 1 s approach. 

Texas Eastern did, however, at the request of one of the Interveners, 
River Company et al., submit a study which purported to show the cost of 
service which resulted from three steps of expansion on the Kosciusko line 
(Exhibit 33). Immediately upon completion of the presentation of the exhibit 
and explanatory testimony, River Company et al. moved and American Pipe 
joined in the motion that both the exhibit and testimony be stricken because 
of the assumptions and the abstract approach used in its pr eparation. 

An examination of this material reveals that it is adequate for the 
limited purpose that was intended, that of an indicator of related costs. 
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To attempt, as the Interveners River Company et al. and American 
Pipe later did, to compare this abstract study of relative expansion of a 
4416 small segment of Texas Eastern's system to the concrete, specific 
estimate of future operations, as submitted by the company, is completely 
useless and meaningless. 

Economic Feasibility 

There are two important aspects of economic feasibility bound up in 
the case. 

The first is the usual test applied to certificate applications which 
measures the financial impact by the resultant rate of return. 

Texas Eastern introduced evidence which indicated that the proposed 
re-arrangement of facilities would result in a reduction in the cost of serv¬ 
ice. This reduction would be due primarily to the savings realized by the 
removal from service of the electrically driven compressors on the Little 
Inch system. This saving, along with several other minor adjusments, 
was shown to increase Texas Eastern's estimated rate of return from 6.43% 
to 6. 57% in 1957, from 6. 39% to 6. 55% in 1958 and from 6. 53% to 6. 64% in 
1959. 

The second aspect here involved is that of the financial impact on the 
company, its customers and its stockholders as a result of its proposed oil 
products operation. Our position on this phase of the proposal, covered 
in another part of this Opinion, is that we are limited by the bounds of the 
Natural Gas Act to a very general examination to the effect of the petroleum 
products operation on the company as a whole. 

It is interesting to note that under the most favorable and adverse con¬ 
ditions possible (that of failure of the oil products operations to earn more 
7 

than operating expenses) Texas Eastern might make $800,000 less in the 
year 1959 than it would have made had it not undertaken the conversion. 

This amounts to approximately 10 cents a share on the then outstanding 
common stock and is, to our way of thinking, negligible. 

Markets 

Texas Eastern does not contemplate any additional sales or service 
in the proposal here before us. 
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However, the retirement of the Little Inch will cause two of Texas 
Eastern’s present customers to be disconnected. These two customers 
are the City of Newton, Texas, and the City of Hampton, Arkansas. 

Because of this situation, Texas Eastern provided in its estimates 
the costs of two lateral lines which would enable the two communities to con¬ 
tinue to receive a supply of natural gas. 

It is Texas Eastern’s present plan that the City of Hampton, Arkansas, 
will receive its supply of gas from the Arkansas Louisiana Gas Company through 
18. 5 miles of 3-1/2-inch pipe line and the City of Newton will receive its 
supply of gas from the United Gas Pipe Line Company through 12 miles of 
4-1/2-inch pipe line. 

The record reveals that the final arrangements for such service to 
the two communities have not been completed. 

Therefore any certificate that shall issue herein should be so con¬ 
ditioned as to require Texas Eastern to submit to this Commission satis¬ 
factory evidence as to the continued service to said communities prior 
to the commencement of any abandonment operations. 


4418 Financing 

The cost of financing the new construction, conversion of abandoned 
facilities to petroleum products and retirement of outstanding bank loans, 
is estimated to cost $102, 814, 000. . 5 / Texas Eastern proposes to provide 
the necessary funds from cash on hand and through issuance of securities, 
as follows: 

First Mortgage Pipe Line Bonds, 3-3/4%, due 1975 $40,000,000 

Preferred Stock $100 Par Value, 300, 000 shares 30, 000, 000 

Debentures 31, 000, 000 


Total Securities 


$101, 000,000 



Estimated cost of new facilities 

Estimated cost of conversion and miscellaneous items 
Retirement of bank loans 


$ 71,814,000 

15, 000, 000 

16, 000, 000 


$102, 814, 000 
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Eight insurance companies^/ have agreed to purchase the bonds under 
provisions which permit withdrawal of funds by Texas Eastern as needed 
until December 31, 1957. Qualified witnesses for Texas Eastern testified 
that the proposed preferred stock and debentures under prevailing market 
conditions could be sold with customary indenture provisions at prices 
to cost the company less than 5% on the preferred stock and less than 
4-1/2% on the debentures. Additionally, the record shows that the Na¬ 
tional City Bank of New York offered an unsolicited line of credit to Texas 
4419 Eastern in the amount of $40, 000, 000 at a cost of 1/4 of 1% in excess 
of the prime rate. 

The record shows that at the end of 1956, after completion of the con¬ 
templated financing, the estimated balances of outstanding securities will be 
as follows: 


Long-term Debt 



$277, 

477, 

300 

62% 

Preferred Stock 



60, 

000, 

000 

13 

Common Stock and Surplus: 






Common Stock 

$48, 822, 

400 





Earned Surplus 

37,180, 

000 





Capital Surplus 

25, 776, 

100 

HI, 

778, 

500 

25 




$449, 

255, 

800 

100% 


In view of the foregoing, together with other evidence of record dis¬ 
closing Texas Eastern 1 s successful history of financing, the current status of 
the money market and the prices at which the company T s publicly-held se¬ 
curities are being traded, we are of the opinion that, under normal market 
conditions, Texas Eastern will be able to raise the additional capital required 
on reasonable terms and conditions and maintain a satisfactory capital struc¬ 
ture. 


4/ Sun Life Assurance Company of C anada, Northwestern Mutual Life 
Insurance Company, Massachusetts!Mutual Life Insurance Company, 
Travelers Insurance Company, Aetna Life Insurance Company, Penn 
Mutual Life Insurance Company, New York Life Insurance Company 
and Metropolitan Life Insurance Company. 



4420 
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Legal Considerations 

Exceptions have been taken to the Presiding Examiner 1 s (1) limitation 
of the issues to exclude consideration of any evidence relating to the opera¬ 
tion of the Little Inch as a petroleum products carrier; (2) failure to evaluate 
properly the statutory standard of public convenience and necessity; (3) 
improper limitation of the scope of cross-examination; (4) refusal to per¬ 
mit evidence regarding alternative proposals; (5) failure to give due con¬ 
sideration to pendency in a federal district court of Interveners’, River 
Company et al, anti-trust proceedings against Texas Eastern; and (6) manner 
of conducting the hearing. 

The Presiding Examiner 1 s limitations of the issues is the basis for most 
of the exceptions. Interrelated are the subsidiary issues of the meaning of pub¬ 
lic convenience and necessity, refusal to permit evidence regarding alterna¬ 
tive proposals, and the proper scope of cross-examination. 

Congress, in enacting the Natural Gas Act, was concerned with the public 
interest involved in the business of transporting and selling natural gas for ul¬ 
timate distribution to the public. The provisions of the Act ’’apply to the trans¬ 
portation of natural gas in interstate commerce, to the sale in interstate com¬ 
merce of natural gas for resale for ultimate public consumption for domestic, 
commercial, industrial, or any other use, and to natural-gas companies en¬ 
gaged in such transportation or sale, but shall not apply to any other transpor¬ 
tation or sale of natural gas. ” Patently, the transportation or sale of oil or 
oil products is not within the purview of the Natural Gas Act. 

Congress was also concerned with and wished the Federal Power Com¬ 
mission to consider ’’the effect of construction and extensions [of natural gas 
pipelines] upon the interests of producers of competing fuels and competitive 
transportation interests. ” H. Rep. No. 1290, 77th Cong., 1st Sess., p. 3, Oct. 

21, 1941. As stated in National Coal Association , et al. v. Federal Power Com¬ 
mission , 191 f. 2d, 462, 465-466 (C.A. D. C., 1951): ’’The source of such con- ; 
cernwas congressional recognition that the market for coal was a shrinking one 
and that displacement of it by natural gas would create problems directly affecting 
both the coal industry and the railroads which transported coal—problems which 
would at least require that such competitors be heard upon a showing of in¬ 
jury to them. ” 



Interveners, River Company, et al. and American Pipe, seek, how¬ 
ever, to have this Commission consider the competitive aspects of their 
oil interests as opposed to the operations of the Little Inch by Texas Eas¬ 
tern as an oil products carrier. The alleged encroachment of Texas 
Easterns proposed oil operations on the oil operations or interests, pres¬ 
ent or future, of the Interveners, River Company et al. and A merican 
Pipe, is not within this Commissions jurisdiction or concern. Our concern 
is to gauge the impact of Texas Eastern's venture into the oil products busi¬ 
ness upon the company, its customers, and the ultimate consumers solely 
from the standpoint of natural gas service. We are satisfied on the record 
that there will be no adverse impact upon the natural gas operations of Texas 
Eastern. 

4422 The intervening barge companies and American Pipe earnestly contend 
that the Commission should not permit the withdrawal of the Little Inch from 
gas service because it has been disclosed that Texas Eastern plans to con¬ 
vert the line to the transportation of petroleum products, a use which they 
assert would not be in the ’’public interest”. It is apparent from the entire 
record, however, that it is not the public whose interest they assert. On the 
contrary, they are seeking to protect themselves from the rigors of compe¬ 
tition in their own fields of present (or, in the case of American Pipe, hoped 
for) endeavor. 

The background and history of the Big and Little Inch pipelines has 
been well known to the Commission since Texas Eastern was granted its 
first certificate in 1947 (Docket No. G-880, 6 F. P. C. 148). We are aware 
that Congress in the Surplus Property Act of 1944 (58 Stat. 765) took special 
precautions to see that their peace-time disposition and use would not be 
monopolistic or unduly disrupt the domestic economy (Section 2 of the Act); 
that Congress created a Surplus Property Administration and delegated to 
it the responsibility of investigating and recommending for the acquiescence 
or dissent of Congress the peace-time use best serving the national and pub¬ 
lic interest. 

It will suffice to note in passing that the first report of the Surplus 
Property Administration which was acquiesced in by Congress, gave definite 
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preference to the use of the Little Inch as a common carrier of petroleum 
products; that this conclusion wa s reached after exhaustive consideration 
of the economic impacts; that the Supplemental Report under which the sale 

4423 to Texas Eastern was made, eliminated the preference previously 
accorded petroleum and found both that use and gas use acceptable. 
(Governmeit - Owned Pipelines - Report of the War Assets Administra¬ 
tion to the Congress, December 18, 1946; Government-Owned Pipelines - 
Report of Surplus Property Administration to the Congress, January 4, 1946.) 
After this policy recommendation had been acquiesced in by Congress and 
Texas Eastern had made the high bid for the Big and Little Inch lines, an 
agreement was entered into between the Government and Texas Eastern 
whereby the company acquired the Inch lines. Pursuant to such agreement, 
the Government provided for recapture of retaining its ’’dormant estate” for 
twenty years and requiring Texas Eastern to maintain the lines for reconver¬ 
sion on short notice to their original petroleum purposes in the event of an 
emergency. In addition, Texas Eastern’s peace-time right to use the lines 
was stated in the agreement, as follows: 

”You may, at your election, use both lines for transportation 
of natural gas or transportation of petroleum and/or petroleum prod¬ 
ucts, or one line for transportation of natural gas and the other line 
for the transportation of petroleum and/or petroleum products or any 
combination thereof. ” (Section IV) 

The agreement also includes the following relevant provision: 

”We [i. e., the Government] have made available to the Attorney 
General the information required by Section 20 of the Surplus Property 
Act and have been advised by the Attorney General of his approval of 
this proposed disposition to you. ” (Section XI) 

4424 It is apparent from the above that Texas Eastern not only has a con¬ 
tract right to place the facilities which it seeks to withdraw from natural 
gas service in petroleum products transportation, but that this use has al¬ 
ready been approved by the United States Government and the Attorney Gen¬ 
eral. 


Further, it is to be pointed out, in 1947, World War n had recently ended 
and the likelihood of another world-wide conflict was remote. Moreover, 
there was a serious shortage of natural gas "in the Appalachian area as well 
as throughout natural gas - consuming areas depending upon interstate gas 
transmission lines" (6 F. P. C. at 164). The urgent need for gas in the in¬ 
dustrial East outweighed the then unlikely possibility that the national Govern¬ 
ment would assert the recapture provisions. The present situation is vastly 
different, so that it is decidedly in the public interest to remove from the 
customers of Texas Eastern the threat that the Government may exercise the 
recapture provisions. The instant proposal of Texas Eastern accomplishes 
this purpose by retiring the Little Inch line and constructing the proposed 
facilities to render the same service to Texas Eastern 1 s customers formerly 
furnished through the Little Inch line. To this extent the consideration of na¬ 
tional defense needs as they may be affected by the recapture provisions is 
required and within our authority under the Natural Gas Act. 

We are not, however, empowered by the Act to consider the problems 
which may ensue from the exercise of the; recapture provisions by The Govern- 
442 5 ment from the standpoint of evaluating whether or not Texas Eastern as a car¬ 
rier of oil and oil product s over the Little Inch line would be better suited 
than American Pipe.?/ as a carrier of such products in the event a national 
emergency requires transportation of oil and oil products to the Eastern 
centers. Such an appraisal is properly the concern of the heads of the de¬ 
fense establishments who are better equipped to deal with problems pertain¬ 
ing to national defense. 

Intervener, American Pipe, urges that the national public interest 
must be considered by the Commission in passing upon the instant applica¬ 
tion. It is urged that the phrase "public convenience and necessity" contained 
in the Natural Gas Act should be read as embracing the public of the whole 
nation. 

5/ Insofar as we can ascertain American Pipe T s present status is merely 
that of a corporate entity, and as stated in its Petition to Intervene, the 
Office of Defense Mobilization "approved petitioners system and issued 
a Certificate of Necessity* for accelerated tax amortization. " 
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Early in the administration of the Natural Gas Act this Commission, 

In Re Kansas Pipe Line & Gas Company, et al. , 2 F. P. C. 29, decided 
October 24, 1939, in the absence of any statutory definition, determined the 
meaning of the term as follows (p. 56): 

tT We are aware that the term public convenience and necessity’ 
is not susceptible of precise definition. Judicial decisions interpreting 
the phrase are in conflict. We believe that any definition of the term 
must fundamentally have reference to the facts and circumstances of 
each given case as it arises. See San Diego & Coronado Ferry Co. v . 
Railroad Commission of California, 292 Pac. 640. 

TT We do not view the term as meaning indispensably requisite. 
Rather, we view the term as meaning a public need or benefit with¬ 
out which the public is inconvenienced to the extent of being handicapped 
in the pursuit of business or comfort or both—without which the public 
generally in the area involved is denied to its detriment that which is 
enjoyed by the public of other areas similarly situated. See Chicago , 
Rock Island & Pacific Railroad Company v. State, et al. , 2 58 Pac. 874 
and Abbott v. P. U. C. , 136 Atl. 490. We do not construe the phrase 
to mean an absolute necessity but rather a reasonable necessity having 
regard to the convenience of the public in the area involved and its 
welfare. See Wisconsin Telephone Company v. Railroad Commission 
of Wisconsin , 156 N. W. 614; Wabash C. & W. Ry. Co. v. Commerce 
Commission , 141 N. E. 212. In termining what is the ’public’ whose 
convenience and necessity are the subjects of inquiry, we have con¬ 
ceived of that public as the public which exists in the area or territory 
proposed to be served, not merely the applicants nor those persons 
or towns who believe they would benefit from the proposed construction. 
Cf. Red Star Transportation Company v. Red Dot Coach Lanes , 295 S. W. 
419; Choate v . Illinois Commerce Commission , 141 N. E. 12. ” 

We have not deviated from our conception of the meaning of the term 
’’public convenience and necessity” under the Natural Gas Act. The meaning 
which we attached to the phrase is fully consonant with settled public utility 
law. See Hall, ’’State Control of Business Through Certificates of Con¬ 
venience and Necessity” p. 60. 
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River Company et al’s and the City of Pittsburgh’s emphasis in their 
exceptions that alternative proposals, i. e., proposals other than the pro¬ 
posal here submitted by Texas Eastern, t "are properly part of the subject 
matter of this hearing" and the Presiding Examiner’s refusal to admit evi¬ 
dence as to alternatives was improper, finds no support in the Natural Gas 
Act. 

Under the provisions of Section 7 of the Act the Commission may 
either grant or deny an application for a certificate, that is, the proposal 

4427 contained in the application. It cannot, under Section 7(a) compel 
the company to submit another proposal, if it chooses not to do so. In 
the case of Panhandle Eastern Pipe Line Company v. Federal Power Com¬ 
mission, 204 F. 2d, 675 (C. A. 3, 1953) the Court held that the Commis¬ 
sion had no authority under Section 7 (a) to direct enlargement of natural-gas 
transportation facilities. Indeed, it would be futile in the face of the pro¬ 
visions of Section 7(a) and the Panhandle case to consider an alternative pro¬ 
posal not submitted by an applicant for we could not compel construction and 
operation of facilities pursuant to such alternative proposal if the company 
chooses to abide by the exact proposal submitted to the Commission, for if 
an enlargement of facilities is prohibit/certainly an alternative plan - the 
whole construction - could not be required. 

From the foregoing it is apparent that the Examiner did not err in limit¬ 
ing the issues and proscribing introduction of evidence not relevant thereto. 
Also, our examination of the record does not substantiate the assertion that 
the Examiner improperly restricted the Scope of cross-examination by In¬ 
terveners. Rather, it appears he foreclosed cross-examination which at¬ 
tempted to explore topics which were ruled not to be in issue in the case. 

Even under the most liberal rule regarding the permissible scope of 
cross-examination relevance determines its outermost limits. Morgan, 

"Basic Problems of Evidence", Vol. 1, p. 60 (1954). It is also well settled 
that the manner and extent of cross-examination are largely within the dis- 

4428 cretion of the presiding judge, McKelvey, "Handbook of the Law of 
Evidence" (5th Ed. 1944), p. 587, and no hard and fast rule controls such 
discretion if exercised within reasonable bounds, United States v. Buckner, 
et al., 108 F. 2d 921, 929 (C.A. 2, 1940), cert, denied, 309 U.S. 669. We 
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conclude that the Examiner acted within the limits of relevancy, and re¬ 
stricted cross-examination only when the questions asked delved into 
topics which were not issues in the case or could only be related to mat¬ 
ters brought out on direct examination by tenuous inference. 

Interveners, River Company et al. except to the failure of the Pre¬ 
siding Examiner to give due consideration to the pendency of its antitrust 
suit against Texas Eastern and to his failure to defer the effective date of 
the order until that suit is determined. Intervener, American Pipe, says 
’’that on the present record ther e will be a clear violation of the spirit 
of the antitrust laws” if Texas Eastern’s application is granted. 

This Commission is cognizant of its obligations in relation to the 
Federal antitrust laws. Section 20(a) of the Natural Gas Act provides, among 
other things, that: ’’. . . The Commission may transmit such evidence as 
may be available * * * concerning apparent violations of the Federal anti¬ 
trust laws to the Attorney General, who, in his discretion, may institute the 
necessary criminal proceedings. ” There is no evidence before the Com¬ 
mission in the case at hand of any apparent violations of the anti-trust 
laws. The fact that Texas Eastern will enter the oil business along with its 
natural-gas operations does not present either a novel problem as Interven- 
4429 ers argue, or a monopolistic situation. Texas Eastern is already in the 
oil products business through its subsidiary, the Triangle Pipeline Com- 
pany. No detriment to its gas service has been shown or suggested. And, 
the numerous independent producers and gatherers who have become subject 
to this Commission’s regulation as a consequence of the Supreme Court’s 
decision in Phillips Petroleum Company v. Wisconsin, et al ., 347 U. S. 672, 
comprise dual enterprises - oil and natural gas. 

We cannot hold in abeyance the duties delegated to us by Congress in 
the Natural Gas Act to await the decision of the Court in the anti-trust laws. 
To do so would invite numerous suits in the courts, based on mere allegations 
that violations of the anti-trust laws have occurred. The pendency of the 
anti-trust suit in question provides no justification for a delay in the normal 
workings of the administrative process. 
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Intervener, River Company et al., have made the direct charge that 
the Examiner was hostile to them which hostility has precluded a full and 
fair hearing. We are unable to find in the record evidence of overt acts 
by the Examiner to indicate that he was acting in the role of a prosecutor, 
instead of an impartial trier of facts. The record clearly establishes a 
difference of opinion regarding the issues in the case and the evidence 
Interveners, River Company et al. (and American Pipe) could offer and 
the extent to which cross-examination should have been permitted. This 
difference of opinion between the Examiner and these Interveners engendered 
considerable feeling but there is nothing which would constitute bias and 
prejudice forbidden by law. 

4430 It is well settled that a judge’s (or trial examiner’s) allegedly ob¬ 
jectionable tone of voice in admonishing counsel cannot be reviewed on 
appeal. Coupe et al . v. United States, 113 F. 2d 145, 149 (C. A. D. C., 
1940), cert, denied, 310 U. S. 651. Nor can a judge’s displays of impa/ 
tience in the absence of a jury, be taken as signs of improper bias. Low v. 
Nunan, 154 F. 2d 261, 264 (C. A. 2, 1946). Indeed, as the Court said in 
Goldstein v . United States , 63 F. 2d 609, 613 (C. A. 8, 1933); ’It is not 
always possible during the trial of a hotly contested case for a judge, how¬ 
ever impartial he may be, to maintain in the courtroom that atmosphere of 
complete judicial calm which is so much to be desired. We must not over¬ 
look the fact that the human element cannot be entirely eliminated from the 
trial of law suits. ” Equally, in a vigorously contested administrative hear¬ 
ing the Presiding Examiner is not expected to sit idly by and permit a con¬ 
fused and meaningless record to be made. Bethlehem Steel Company, et al . 
v. N. L. R. B ., 120 F. 2d 641, 652 (C. A. D. C., 1941). The existence 
of feeling by the Examiner in the course of such a heated controversy does 
not disqualify the Examiner or constitute ’’bias or prejudice’’ (Id.) 

Furthermore, not all departures from strict propriety justify setting 
aside a decision in a hearing upon which much time and effort has been ex¬ 
pended. N. L. R. B. v. Ford Motor Company , 114, F. 2d 905, 909 (C.A. 

6, 1940), cert, denied, 312 U.S. 689. Material prejudice to the interest 
of the complaining litigant must clearly appear. (RL) To characterize a 
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hearing as ’’legally unfair” because of the Examiner’s actions, there must 
be overt acts or evidence of advocacy on the Examiner’s part exter¬ 
nal to his report to the agency concerned. N. L. R. B. v. Ray Smith Trans ¬ 
port Company , 193 F. 2d 142, 143-144 (C. A. 5, 1951). 

We cannot perceive how or in what respect Interveners, River Com¬ 
pany et al., have sustained material prejudice by circumstances arising 
principally from Interveners’ adamant refusal to abide by the rulings of 
the Examiner regarding the issues involved and permissive scope of cross- 
examination. 

Interveners, River Company et al., have asserted that the Presiding 
Examiner’s hostility continued throughout the course of the nineteen days 
of hearings. Yet, they did not at any time during the course of the hearing 
demand that the Commission substitute another Examiner. If these Inter¬ 
veners thought that the Examiner was biased or prejudiced, it was incum¬ 
bent upon them to move that Examiner’s disqualification, and failing to 
so move, the Interveners should not be heard to complain after the hear¬ 
ing has been completed, as is the case here. The Court aptly charac¬ 
terized petitioners’ inactivity in this respect, in the Bethlehem Steel Com ¬ 
pany case, supra , saying (120 F. 2d at 652-653): ’It is also an afterthought. 
If petitioners had thought the Examiner biased or prejudiced they should, 
and doubtless would, have said so and demanded that the Board appoint a 
different examiner. They raised .id such contention during the hearing, 
although they promptly appealed to the Board from the Examiner’s refusal 
of the subpoenas referred to above. By raising the contention later they make, 
in effect, an unwarranted charge of negligence against their trial counsel. ” 
4432 This language of the Court could have well been directed to Interven¬ 
ers, River Company et al. They requested us to issue a subpoena, but 
did not bring to the Commission’s attention the matter of alleged hostility 
of the Examiner until after the lengtiy^earing was over and the record 
closed. 
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Pending Requests 

The requests for the reopening of the proceeding herein for the taking 
of additional evidence contained in the exceptions filed by River Company, 
et al., and American Pipe should be denied. Also, the motion of Interveners 
River Company, et. al., filed May 20, 1955, requesting that the record be 
reopened for inclusion of three memoranda, obtained by these Interveners 
through discovery process in the anti-trust case, should be denied for the 
reason that such memoranda are a year or more old and could have been 
brought into the hearing by the Interveners in a timely fashion, and we are 
unable to perceive how and in what respect our conclusions could be af¬ 
fected by consideration of such additional evidence. Our order will provide 
for such denial. 

4434 The Commission further finds: 

(1) Texas Eastern Transmission Corporation is a natural-gas com¬ 
pany within the meaning of the Natural Gas Act, as heretofore 
found by the Commission In the Matter of Texas Eastern Trans¬ 
mission Corporation , at Docket No. G-1089. 

(2) The proposed facilities hereinbefore described are to be used in 
the transportation and sale of natural gas in interstate commerce 
for resale, subject to the jurisdiction of the Commission, and the 
construction and operation thereof by Texas Eastern are subject 
to the requirements of sub-sections (c) and (e) of Section 7 of the 
Natural Gas Act. 

(3) Texas Eastern is able and willing properly to do the acts and to 
perform the service proposed, and to conform to the provisions 
of the Natural Gas Act, and the requirements, rules and regula¬ 
tions of the Commission thereunder. 

(4) Texas Eastern has a contract right granted to it by the Govern¬ 
ment pursuant to the provisions of the Surplus Property Act of 
1944 to operate the Little Inch pipe line as a petroleum products 
common carrier. 

(5) The proposed construction and bperation of the proposed facilities 
by Texas Eastern are required by the public convenience and 
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necessity, and a certificate therefor should be issued as herein¬ 
after ordered and conditioned. 

(6) Public convenience and necessity require that the general terms 
and conditions set forth in paragraphs (1), (2), (3) (i), (3)(ii), (3) 

(iii), (3)(iv), and (5) of Section 157. 20 of the Commission’s Rules 
and Regulations, including the Rules of Practice and Procedure 
[18 CFR 157. 20] should attach to the certificate hereinafter issued, 
and to the exercise of the rights granted thereunder, and that the 
time within which construction of facilities authorized by this 
order shall be completed and in actual operation should be fixed 

at 18 months from the date on which this order issues. 

(7) The pipe-line facilities hereinbefore described, which Texas Eas¬ 
tern proposes to abandon insofar as its interstate operation is con¬ 
cerned, are subject to the jurisdiction of the Commission, and the 
abandonment, as proposed by Texas Eastern, is subject to the pro¬ 
visions of subsection (b) of Section 7 of the Natural Gas A ct. 

4435 (8) The proposed abandonment of the pipe-line facilities hereinbefore 

described is permitted by public convenience and necessity, and 
permission and approval to abandon should be granted. 

The Commission orders : 

(A) A certificate of public convenience and necessity be and the same 
is hereby issued authorizing Texas Eastern Transmission Corpo¬ 
ration to construct ggd operate the facilities hereinbefore described, 
all as described in/Lpplication as supplemented, for the transporta¬ 
tion and sale of natural gas as heretofore authorized by the Commis¬ 
sion, upon the terms and conditions of the Order. As a condition 
attached to the exercise of the rights granted under the certificate 
issued herein, Texas Eastern shall: 

(i) Commence construction of the said facilities within sixty (60) 
days from the date of issuance of this Order, unless otherwise 
ordered by the Commission for good cause shown, and complete 
such construction within the period set forth in paragraph (6) 
above; 
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(ii) File such other reports within such time as required by 
Section 157.20 of the Commissions Rules and Regulations 
as set forth in paragraph (6) above. 

(B) The permission and approval of the Commission for the abandon¬ 
ment of the facilities hereinbefore described, all as described in 
the Application as supplemented, be and it is hereby granted upon 
the terms and conditions of this Order. As a condition attached to 
the exercise of the rights granted by such permission and approval, 
Texas Eastern shall: 

(i) File with the Commission within thirty (30) days of the date of 
issuance of this Order conformed copies, attested as true by 
the Secretary of the Company, of agreements satisfactory to 
the Commission with United Gas Pipe Line Company and Arkan¬ 
sas Louisiana Gas Company for supplies of gas adequate to 
meet the requirements of Newton, Texas and Hampton, Arkan¬ 
sas, respectively. 

(ii) Refrain from executing abandonment of any part of said facili¬ 
ties until such time as sufficient replacement facilities (au¬ 
thorized under paragraph (A) hereof) have been constructed to 
prevent any impairment of service. 

(iii) Report to the Commission in writing and under oath the date 
upon which abandonment is commenced, together with a de¬ 
scription of the facilities being abandoned, and thereafter sub¬ 
mit each three (3) months i report of abandonment, describing 
the facilities abandoned, until all facilities have been finally 
abandoned, and report the final date of abandonment. 

(iv) Within ninety (90) days after the close of the calendar year dur¬ 
ing which the abandonment of said facilities is completed, file 
with the Commission a statement and accounting entries show¬ 
ing and explaining accounting by Texas Eastern to effect trans¬ 
fer of plant and related depreciation reserve of the facilities to 
which this order relates, and showing particulars of retirements 
arising from such changed use of the facilities, together with 
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an additional statement showing and explaining the cause for 
any difference between the amounts actually recorded on 
Texas Eastern 1 s books and the amounts reflected in Exhibits 
14 and 16 in this record. 

(C) Texas Eastern shall accept in writing the Certificate issued herein 
and the permission to abandon granted hereby within fifteen (15) 
days from the date of issuance of this O rder. 

(D) The requests for reopening the proceedings for the taking of addi¬ 
tional evidence be and the same are hereby denied. 

By the Commission. 

Leon M. Fuquay, 

Secretary 

Adopted: June 20, 1955 

Issued: June 24, 1955 
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UNITED STATES OF AMERICA 
FEDERAL POWER COMMISSION 


In the Matter of ) 

; ) 

TEXAS EASTERN TRANSMISSION CORPORATION) 

OPINION NO. 282 

OPINION AND ORDER ISSUING CERTIFICATE OF 
PUBLIC CONVENIENCE AND NECESSITY AND PER¬ 
MITTING ABANDONMENT OF FACILITIES 

ERRATA NOTICE 


Docket No. G-2503 
June 29, 1955 


The following corrections should be made in the opinion and order 
adopted by the Commission on June 20, 1955, in the above-entitled mat¬ 
ter: 


Page 

Page 

Page 

Page 


9, Line 23 Change ’’favorable” to read ’’unfavorable”. 
16, Line 10, Change ”of, ” to read ”by”. 

19, Line 28, Change ’’proposes, ” to read ’’proposals”. 
22, Line 10, Change "laws, ” to read ’’suit”. 


Leon M. Fuquay, 
Secretary. 
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[Received July 22, 1955, F. P. C. ] 

UNITED STATES OF AMERICA 

4499 FEDERAL POWER COMMISSION 

In the Matter of ) 

) Docket No. G-2503 

Texas Eastern Transmission Corporation) 

Petition of River Company, Inc., 

Chotin Towing Corporation, and 
Greenville Towing Company, Inc. 

_ For Rehearing _ 

Come now the interveners, River Company, Inc., Chotin Towing 
Corporation, and Greenville Towing Company, Inc., and file this pe¬ 
tition for rehearing to the Federal Power Commission, seeking rehearing 
of (1) Opinion No. 282 and Order Issuing Certificate of Public Conven¬ 
ience and Necessity and Permitting Abandonment of Facilities, adopted 
June 20, 1955, and issued June 24, 1955; and (2) Order Amending Order 
Issuing Certificate of Public Convenience and Necessity, adopted June 
30, 1955, and issued July 1, 1955. Your interveners and petitioners 
complain of the following errors by the Federal Power Commission in 
its opinion, rulings, and orders. 

I 

1. River Company et al complain basically of the error made by 
the Commission as by the Presiding Examiner in severing from its con¬ 
sideration all matters involving the consequences of the conversion pro- 

4500 ject in displacing free and fair competition in the petroleum products 
market. These were in effect treated as though they were wholly unrelated 
to the public interest to be even considered by the Commission. The Com¬ 
mission refused to consider the fact that the ’’conversion project, both 
the additions to natural gas facilities and the conversion of the Little Inch 
to products transportation—is an integrated project; that the consequences 
of this project, which is undertaken by Texas Eastern in order to go into 
the petroleum products business, consist of natural gas consequences 

and petroleum products consequences which are interrelated and can not 
be insulated from each other. The Commission looked at the project with 
blinders on. Or to change the metaphor, it used a peep-hole rather than 
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a wide-angle lens. The conclusion of the Commission resulted in an 
unsound and artificially narrow and truncated view of the public interest. 

2. The Commission erred in affirming the ruling of the Presiding 
Examiner excluding the tender of evidence by River Company et al in 
support of Part II of their Proffer of Proof. 

The term ’’Proffer of Proof” is used in this Petition for Rehearing 
to refer to the Proffer made at the hearing (Tr. 1735, 1748 et seq). This 
Proffer was made in general terms so that the Presiding Examiner could 
make a definitive ruling determining the course of the proceedings, thus 
avoiding the procedure whereby the scope of the evidence to be admitted 
and the issues to be heard would be determined upon the basis of multiple 
4501 objections (by counsel or sua sponte by the Presiding Examiner) and 
multiple rulings thereon (Tr. 2047-8);. This procedure was developed 
following a conference among counsel called by the Presiding Examiner 
for the purpose of crediting the proceeding (Tr. 1544, 1548 ff). 

3. The Commission, by this ruling refusing to receive evidence 
(par. 2), refused to permit interveners to make a full and adequate 
record for consideration by the Commission in determining whether con¬ 
version of the Little Inch from natural gas service to petroleum products 
transportation is in the public interest. 

4. The Commission erred in ruling (Opinion, p. 14) that it did 
not have jurisdiction under section 7 of the Natural Gas Act to consider 
the matter tendered by River Company et al in Part II of their Proffer 
of Proof. 

5. The Commission erred in stating that it had no jurisdiction over 
or concern with the encroachment of Texas Eastern’s oil operations on 
the oil operations of the barge companies, in that, and in so far as, it 
determined that it had no concern with, and the public interest did not 
require it even to consider, upon the facts of this case, the aspect of the 
conversion project in terms of its impairment of free and fair competiton 
in the petroleum products transportation market involved. 

6. It would be burdensome and unnecessary to repeat each of the 
paragraphs of the Proffer of Proof in this Petition for Rehearing and 
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4502 accordingly error has been assigned to the entire exclusion, —which was 
sought by the Commission to be justified on a central doctrine of lack of 
jurisdiction and concern. As illustrative of the type of matters set forth 
in the Proffer of Proof, reference may be made, e.g., to the following: 

(a) Texas Eastern’s position in the natural gas trans¬ 
mission business gives it special advantages as against petroleum 
products transportation firms not enjoying a special govern¬ 
mental protection in other business. 

(b) These advantages include the fact that Texas Eastern 

is assuring financing of a products pipeline which could not obtain 
financing on its own merits. 

The record shows that there is an integrated financing for 
an integrated project, part of the funds being raised for construc¬ 
tion of gas line and facilities, part of the funds for conversion of 
the Little Inch to products transportation. 

The launching of the Little Inch line into products transpor¬ 
tation depends upon financing which is not based on the independent 
merits of the Little Inch products line as such, but is based upon 
the standing, assets, and projected earnings of Texas Eastern 
from the sheltered natural gas transmission business. 

(c) This project means that in regard to natural gas, the 
Little Inch is to be replaced by facilities having a rate base (in 

4503 excess of $70, 000,000) substantially higher than that of the Little 
Inch ($49,000,000). 

This project will give Texas Eastern a substantial increase 
in its sheltered gas utility income. Texas Eastern itself projects 
an increase in its permitted return of approximately $1, 400,000 
after taxes. 

Such expanded gas transmission revenues enable Texas 
Eastern to absorb and offset what would be losses in petroleum 
products transportation, considered independently, so that the 
project overall does not result in net loss. 

(d) Texas Eastern as a products carrier would have the 
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special advantage of acquisition of a pipeline at an original cost 
reduced in large part by depreciation reserve paid by natural 
gas consumers. 

(e) Texas Eastern intends and would be impelled to carry 
in excess of 100, 000 barrels of petroleum products a day in the 
Little Inch line, the break-even point. Texas Eastern’s program 
would not yield over 60, 000 barrels per day. Nevertheless, ad¬ 
vantages referred to would enable it to persist in products pipeline 
loss operations, pending its displacement of the barge operators 
and monopolization of the petroleum products transportation 
market. 

(f) Another way of stating the consequence of the above ad¬ 
vantages derived from the natural gas transmission aspect of the 
conversion project, is that whereas an independent products line 

4504 would have a break-even point in excess of 100,000 barrels of pro¬ 
ducts a day, Texas Eastern would break even on its consolidated 
operations carrying substantially lower volumes of products. 

Thus the natural gas transmission side of the conversion project 
medallion sustains and establishes the products transportation side. 

(g) In the products transportation market available to the 
Little Inch, this large diameter products line is not as efficient as 
modern barges. However, the barge operators fear and complain 
of Texas Eastern's purpose to subsidize and establish the products 
pipeline through the earnings of a natural gas company sheltered 
from free competition. 

(h) Texas Eastern would have power to carry out its inten¬ 
tion and to establish a monopoly in this products transportation 
market by virtue of the financial position assured it as a legal 
monopoly or quasi-monopoly in the gas transmission business. 

These matters must be considered in the light of Texas Eastern’s 

evidence, and the Commission's finding, that loss operations in petroleum 
products transportation would have no significant deleterious impact 
upon the Company's position as a natural gas (transmission) company. 
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and that under the most unfavorable and adverse conditions possible 

4505 (that of failure of the oil products operations to earn more than operat¬ 
ing expenses) Texas Eastern might make $800,000 less in the year 1959 
than it would have made had it not undertaken the conversion. The evi¬ 
dence shows that this would be on the same level of products operations 
which would cause an independent products transportation company to lose 
$4-1/2 million per annum. The advantage to Texas Eastern lies in the ”con- 
version profit” due to increased natural gas earnings and to Federal income 
tax offsets against the Company's projected natural gas utility earnings 
upon the basis of its existing natural gas facilities. This advantage would 
reduce the net consolidated impact upon Texas Eastern to only $800, 000 

per annum, which ’’amounts to approximately 10 cents a share on the then 
outstanding common stock and is, to our way of thinking, negligible. ” 
(Opinion, p. 10.) 

7. In rejecting the Proffer of Proof, and disclaiming jurisdiction, 
the Commission either ignored or failed to grasp the significance of the 
interveners’ complaint that the nexus with the natural gas (transmis¬ 
sion) company’s shelter from free competition was the foundation in 
which was rooted the consequences destructive of free and fair competition 
in petroleum products transportation. 

8. The Commission did not address itself to the Proffer, except 
to overrule the exceptions and make the ruling disclaiming jurisdiction 

4506 and concern already referred to. The Commission stated (pp. 21-2): 

’’The fact that Texas Eastern will enter the oil business along with its 
natural gas operations does not present either a novel problem as inter¬ 
veners argue, or a monopolistic situation. ” The novel problem arises out 
of the conversion of a natural gas line to petroleum and its replacement 
by gas facilities with a substantially greater rate base. Serious questions 
of public interest and policy are involved, both under the antitrust laws, 
and more broadly in maintenance of free and fair competition in petroleum 
products transportation without the interjection of special advantages de¬ 
rived from the nexus with the natural gas transmission shelter. 

It was error to refuse to consider such questions, on the one hand, 
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and on the other to suggest that there isn’t much to the question since other 
companies are in both the oil and natural gas businesses. Cf course pro¬ 
duction companies are in both businesses, — due to the facts of nature 
as to location of oil and gas producing areas and reserves. Interveners 
did not claim it was ipso facto illegal to be in both businesses. They 
claim that on the facts of this case Texas Eastern’s project embraces 
monopolizing of a defined products transportation market upon the founda¬ 
tion of the natural gas transmission monopoly. The Commission errone¬ 
ously refused to permit interveners to introduce evidence on these ques¬ 
tions. 

4507 9. The Commission erred in concluding that under the Natural 

Gas Act it could not consider Texas Eastern’s project except solely from 
the viewpoint of gas service. 

In exercising its statutory jurisdiction over natural gas transmis¬ 
sion companies on construction in and withdrawals from natural gas ser¬ 
vice, the Commission has jurisdiction to consider a broader public inter¬ 
est, including the effect on competitive industries. In addition, the public 
interest comprehends as one element the policy of the antitrust laws. 

The Commission’s jurisdiction extends to assurance that the projects 
submitted for approval do not represent an effort by a natural gas com¬ 
pany to use its position, including the advantages conferred by the order 
requested, as the foundation for unfair competition and/or violation of the 
antitrust laws, even though the industry affected is not independently under 
the jurisdiction of the Commission. The Commission’s jurisdiction and 
authority to shelter natural gas companies from free competition entails 
a correlative jurisdiction and responsibility to be exercised when passing 
on matters requiring Commission approval, to assure that this shelter is 
not made a foundation for consequences contrary to the public interest 
in businesses not under the Commission’s jurisdiction but partaking of the 
Commission’s shelter through the nexus with the natural gas business. 

The case before the Commission would be entirely different if the natural 
gas company proposed a spin off the products line which would stand on 
its own feet and be judged in the competitive market, and succeed or fail, 
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4508 on its own merits. 

10. The Commission erred in finding that it is apparent from the 
entire record that it is not the public interest which is being asserted by 
interveners River Company et al, and that on the contrary they are seek¬ 
ing to protect themselves from the rigors of competition in their own 
fields of endeavor. 

This finding is not supported by any evidence in the record. Such 
a finding is improperly made upon the present record in view of the fact 
that interveners were not permitted to introduce relevant proof, as indi¬ 
cated in the Proffer of Proof. Paragraph 8 of the Proffer, after reviewing 
advantages as indicated above, states: ’’The intervenor barge operators 
believe in maintenance of free competition and stand ready to compete 
with any products pipeline which stands on its own two feet, just as they 
now compete actively with each other, provided basic ground rules of 
free competition without special advantages are maintained. " The 
Proffer further states that the barge operators complain of Texas East¬ 
ern’s purpose to subsidize the products pipeline, including persistence 
in products loss operations, through the natural gas earnings sheltered 
from free competition. 

Naturally the interveners have a private interest which causes 
them to make complaint. But the matters being complained of are 
matters in which Texas Eastern’s conversion project contravenes the 

4509 public interest. In short, the private interest of interveners and 
the public interest coincide. 

11. The Commission erred in finding that Texas Eastern has a 
contract right to place the Little Inch in petroleum products transporta¬ 
tion, and in concluding that the conversion of the Little Inch to petroleum 
products use is in the public interest because of this alleged contract right 
and because petroleum products transportation use has already been ap¬ 
proved by the United States Government and the Attorney General. 

a. The War Assets Administration letter of intent (Exhibit 
35) does not give a contract ’’right” or ’’entitlement” to use the Little 
Inch in petroleum products service, which is either determinative that 


such conversion is in the public interest in any case, or supersedes the 
application of a regulatory statute requiring determination of the public 
interest. The document only makes clear that there is no contractual 
disability on Texas Eastern to use the Little Inch in petroleum products 
service. 

The clear intention of this clause was to remove the use 
limitation in the previous offering of the Inch lines. 

See War Assets Administration, Report for First Quarter 
of 1947 (dated April 30, 1947), pp. 16-17: 

’’Pipe Lines - On February 25, 1947, the War Assets 
Administration received approval from the Dej^artment of 
4510 Justice for the sale of the Big Inch and Little/tncfi pipe 

lines to the Texas Eastern Transmission Corporation. The lines 
will be used for the transmission of natural gas to the metropolitan 
areas of the east coast. The pipe lines were sold for $143.1 
million, only $2. 7 million less than initial cost to the Govern¬ 
ment. 

Tt The disposal of these pipe lines had previously been 
delayed, in part because of their strategic importance for 
the transportation of petroleum in time of war. They were 
first advertised for sale during June 1946. All bids were 
rejected as unacceptable. This was partly the result of the 
issuance of the invitations on a restricted basis, preference 
being given to use in the transportation of petroleum. The 
reoffering provided for sale to the highest bidders for use in the 
transportation of natural gas, petroleum and its products, 
or any combination thereof. The successful bid exceeded by $77 
million the high cash bid submitted in response to the initial 
offering.” ^ 

b. Texas Eastern’s claim to a contract ’’right” to use the 
Little Inch in products service was not placed at issue in this hearing. 

No such claim was made in Texas Eastern’s application, or in its answer 
to petition of River Company et al. to intervene, which was based on the 
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Commissions lack of jurisdiction to consider products use. 

At the hearing, Texas Eastern’s counsel, Mr. Hargrove, 
asked Mr. Naff (Tr. 1269): 

”Q.Is there anything contained in the grant itself, or 

in the letter of intent pursuant to which the grant was issued, 
which would prevent o r prohibit a voluntary action on the 
part of the company in putting the Little Inch back into 
products service? A. Not to my knowledge. ” 

Thereupon Mr. Hargrove offered Exhibit 35 in evidence. (Tr. 

1270.) Mr. Leventhal said there was no objection (Tr. 1271). 

The letter of intent was introduced to show there was no contrac¬ 
tual disability, —which is its obvious meaning. 

4511 The claim that this constituted a ’’contract right, ” was an after¬ 
thought. 

d. In any event if Texas Eastern had a contract ’’right” 
which was determinative of the public interest it would only extend to the 
matter set forth in the contract. Section IV of Exhibit 35 refers to use of 
the entire Little Inch line for the transportation of petroleum products, 
and not to use of part of a line. No reference is made to an option to 
use part of a line for one use and part for another. 

e. Neither the War Assets Administration nor the Attorney 
General have considered or approved the conversion project now pro¬ 
posed by Texas Eastern or determined that it is either lawful or in the 
public interest. The use actually proposed by Texas Eastern was natural 
gas use. See Section 111(4), (10) of Exhibit 35; War Assets Administra¬ 
tion Report, quoted supra. The only reference to petroleum and/or 
petroleum products use was a hypothetical possibility, a possibility in 
futuro. 

Approval of disposition of surplus property to a purchaser under 
section 20 of the Surplus Property Act did not constitute approval of future 
alteration of such use. 

The opposition of River Company et al to Texas Eastern’s project 
is not based on the ground that use of the Little Inch for products 
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transportation is ipso facto contrary to the public interest without regard 
to time and circumstance. They claim that this proposed conversion 

4512 project, in the light of the factual setting at this time, is not in the 
public interest. Without reviewing the entire factual setting it suffices 
to refer to these elements: Conversion of the Little Inch to Moundsville, 
not to the East Coast. Attempted monopolization of a limited products 
transportation market for transportation to the Midwest. A conversion 
project resulting in substantial increase in natural gas earnings, which 
provides the power to offset losses of the Little Inch in products transpor¬ 
tation, pending displacement of the bajxge operators. An integrated pro¬ 
ject and financing plan whereby conversion of the Little Inch is accomplished 
not on the basis of its own merits but on the basis of Texas Eastern’s natural 
gas resources and standing. These factual elements, which are significant 
in determining whether the conversion project is in the public interest, 
were not submitted or considered at the time of the 1947 disposition. 

12. The Commission erred in approving the refusal of the Examiner 
to receive evidence pursuant to paragraph 9 of Proffer of Proof, to show 
that peacetime conversion of the Little Inch as contrasted with conversion 
during an emergency is contrary to the national defense interest, as reduc¬ 
ing total petroleum transportation facilities available in event of emer¬ 
gency due to the displacement of the barge operators. 

Additional evidence supporting this position appears in Mr. Thomp¬ 
son’s memoranda described in motion of interveners River Company 

4513 et al of May 20, 1955, and were a reason why that motion should 
have been granted. 

13. The Commission erred in determining that its obligations in 
regard to the Federal antitrust laws were fully discharged on the ground 
that its authority under section 20(a) Of the Natural Gas Act was limited 

to the transmission of evidence of apparent violations to the Attorney Gen¬ 
eral and that there was no evidence of any apparent violations. 

Section 20(a) is supplementary. It does not derogate from the 
authority and responsibility of the Commission to consider the policy of 
the antitrust laws in its regulatory activities. The Commission erred 
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in refusing to receive the evidence tendered to it in the Proffer of Proof. 

14. The Commission erred in failing to defer the effective date of 
its order until decision of the District Court upon the pending motion for 
summary judgment, and in order that it could take that decision into 
account in its determination as to the public interest in this case. 

This error is, of course, subsidiary to those discussed above. 
Interveners were pointing out that the Commission could at least in the 
first instance obtain from the Court an indication as to the substantiality 
and nature of the problems under the antitrust laws before receiving 
evidence thereon. 

Interveners made reference in the Exceptions to the fact that the 
District Judge had indicated a decision would be forthcoming soon. The 
conditioning of the certificate, along the lines mentioned at the hearing 
by staff counsel (Tr. 1290-1), would have been proper accommodation. 

4514 II. 

15. The Commission erred in its refusal to consider the advantages 
and disadvantages alike of the conversion project, and to weigh them in 
the balances before determining that the conversion would serve the pub¬ 
lic interest. 

In some respects the Commission refused to receive evidence of 
disadvantages. In some respects the Commission refused to consider 
whether the advantages allegedly derived from the conversion benefit 
could be attained even without undertaking the adverse consequences 
of abandonment of the Little Inch. 

The Commission in short heard and decided the case upon a record 
slanted favorably to the application. It heard and considered only part 
of the relevant setting. 

16. The Commission erred in affirming the Presiding Examiner’s 
rulings refusing to require from Texas Eastern, and refusing to receive 
from River Company et al, evidence respecting the future public interest, 
convenience and necessity: 

(a) Texas Eastern was not required to introduce evidence 
as to either anticipated increases in consumer demands or Texas Eastern’s 
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plans to. meet increased needs. Other parties were precluded from de¬ 
veloping these matters. 

■«» — - 

4515 (b) Mr. Naff testified as to anticipated increased demands of 
100 million feet per day each year (Tr. 1384), and that Texas Eastern 
plans to file another application in a few weeks (speaking as of January 
1955), after Docket No. G-2503 was disposed of, to increase compression 
on the tie line and obtain authority to make additional sales. The Pre¬ 
siding Examiner refused to permit cross-examination concerning these 
plans of Texas Eastern and volumes contemplated in said application 
(Tr. 1538). 

(c) Cross-reference is made to the refusal to permit cross- 
examination of Mr. Naff on his conclusion that abandonment of the Little 
Inch was necessary to obtain a tie-line, since otherwise a tie-line would 
require a massive ejqpansion of 300 to 500 million feet per day. (See 
points 20-21.) 

(d) River Company et al offered to prove that future ex¬ 
pansion could be achieved more economically by retaining the Little 
Inch than by abandoning it. (Proffer of Proof; Appendix, Tr. 1748 ff, 

Part I, par. 1, par. 2.) 

The presiding Examiner rejected this testimony on the ground that 
future expansion is not an issue (Tr. 2120 ff) and that the Commission can 
not consider alternatives but must focus on the particular application. 

(Tr. 2051.) 

The Commission approved these rulings holding irrelevant the 
relative merits of future expansion and the consideration of alternatives. 

The Commission was of course involved in a ’’relative” considera¬ 
tion. Indeed Texas Eastern invited the Commission to consider the relative 
advantages of granting and disallowing the project proposed. In no other 

4516 way could the application be determined. But in this relative com¬ 
parison the Commission must consider and compare the total advantages 
and disadvantages of (1) on the one hand, maintaining the present system 
of Texas Eastern, and meeting increases in demand by establishing the 
tie line and realizing on the cheap and easily available e^qpansion of 
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capacity on the Kosciusko line, through the addition of compression; as 
against (2) on the other hand, abandoning the Little Inch, using up at the 
present time increase in capacity easily and cheaply available by adding 
compression to the Kosciusko line, and meeting increased demands by the 
more expensive ’looping” of the Kosciusko line. 

In making its relative, or comparative judgment the Commission may 
not consider only the advantages and ignore the disadvantages of the project. 

If the cheap expansion presently available in the Kosciusko line, by adding 
compression without adding ’’looping”, is used at the present time, merely 
in order to replace the Little Inch which has a low rate base and a resulting 
low cost of service, then an asset is being used up now. It will not be avail¬ 
able to meet the increased demands, and Texas Eastern will necessarily 
engage in the more expensive ’’looping” process. Texas Eastern will use 
up the present capacity of the Kosiusko line, even though it can always 
expand that capacity by adding new pipe through looping. The fact that future 
service will cost more than it would if the Little Inch had not been abandoned 
is a disadvantage of the project which must be considered by the Commission. 

4517 The Commission in effect closed its eyes to a disadvantage of Texas 

Eastern’s project and permitted Texas Eastern to control the docket by the 
way it framed and staggered its applications. The ruling is wholly un¬ 
realistic and contrary to section 7 of the Natural Gas Act. It permits 
Texas Eastern to reach a result contrary to the public interest by deferring 
its expansion application, which was announced in January 1955 to be ready 
within a few weeks, until Docket No. G-2503 is out of the way. Then the 
expansion can be sought without fear of the embarrassment of comparison 
with an expansion program based upon maintenance of the Little Inch 
System. Texas Eastern can prevent the natural gas disadvantages of sur¬ 
rendering the Little Inch from ever being considered by the Commission. 

The scope of the application is not controlling. The question is not 
whether Texas Eastern’s plans for meeting increased consumer demands 
are to be approved at this time. The question is only whether the Com¬ 
mission shall consider at this time evidence to show that in that event, cost 
of service and rates will be higher if the pending application has been granted. 
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The substance of these rulings is that the Commission refused to con¬ 
sider what will be the consequence and impact of the application when the 
Company expands its service in the future, even though the Company ad¬ 
mittedly plans to expand its service. 

4518 The Commission has thus totally failed to consider an important 
element of future public convenience. 

17. The Commission erred in ruling that alternatives could not be 
considered because Texas Eastern could not be required to establish such 
alternatives. 

The alternatives are relevant to show whether this application is re¬ 
quired or permitted in the present and future public interest, convenience 
and necessity. The Commission has the authority to disapprove the 
present project, even though it has no authority to require the Company to 
construct a project which would better serve the public in the balancing of 
benefits and disadvantages to gas consumers, particularly since the purpose 
of the present project is to make profits in petroleum products transporta¬ 
tion business. 

18. The Commission’s error in rejecting evidence of the disadvant¬ 
ages of the project in meeting expanded needs is the more grievous in view 
of its reliance upon the project’s ’’prime” advantage of operational flexi¬ 
bility, since that is a meaningful advantage only in terms of increasing the 
Company’s ability to expand its operations. 

The Commission refers to the fact that Texas Eastern has the ability 
to ’’swing” on its contracts with United Gas Pipe Line Co., since its con¬ 
tract provides a take-or-pay-for minimum below the total amount callable 
by Texas Eastern. 

4519 The ability to ’’swing” is not meaningful in terms of service of ex¬ 
isting sales levels since all Texas Eastern’s lines are already operating at 
present capacity and are serving those levels. 

The ability to swing provides flexibility to Texas Eastern in increas¬ 
ing its gas supply and reserves. That is significant in the event of future 
expansion. But the Commission by its rulings precluded inquiry into the 
relative merits of retaining or abandoning the Little Inch on the assumption 
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of future expansion. And it further precluded inquiry into the feasibility of 
obtaining a tie line without surrendering the advantage of the Little Inch with 
the low rate base. The combination of these rulings precluded full con¬ 
sideration of the disadvantages as well as the benefits. 

19. The Commission erred in finding (Opinion, p. 7) that construc¬ 
tion of the proposed facilities would have the advantage of allowing Texas 

Eastern a swing of approximately 33,000 mcf per day upon its contract 

Texas. 

with United for delivery of gas at Longview,/ The record shows that such 
swing would be available to Texas Eastern whether or not the certificate is 
granted. 

20. The Commission erred in its refusal to permit consideration of 
the possibility of construction and operation of a tie line without abandonment 
of the Little Inch. As already seen, the Commission erred in refusing to 
consider the disadvantages of abandoning the Little Inch. The ruling under 
discussion prevented consideration of whether such disadvantages were 
necessary in order to obtain the benefits of a tie line. 

4520 21. The Commission erred in affirming the refusal of the Presiding 

Examiner to permit counsel for River Company, Inc., to cross-examine 
Mr. Naff on the feasibility of a tie line even if the Little Inch were retained 
in service. Mr. Naff testified that a tie line could be constructed only if 
the Little Inch were abandoned (Tr. 1417 ff) because, absent such abandon¬ 
ment, the tie line would not be feasible unless there were to be an expansion 
in sales from 300 to 500 million feet per day (Tr. 1254). Counsel for in¬ 
terveners sought to cross-examine Mr. Naff on whether transportation of 
200 million cubic feet per day through the South Louisiana line would be 
economically feasible if the Little Inch were retained in service. The 
Examiner ruled that the hypothesis of construction or operation of a tie 
line without abandonment of the Little Inch was not at issue in the case. 

(Tr. 1420 et seq.) 

Exception was taken on the ground of improper limitation of cross- 
examination. Exception No. 3 (pp. 44-46). The Commission denied the 
exception. 
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The ruling improperly permitted the Company's application to re¬ 
strict the range of consideration of the public interest, and precluded full 
consideration of the true pros and cons of the conversion project. 

22. The Commission erred in denying motion of interveners River 
Co., et al of May 20, 1955, in support of reopening the proceeding for the 
taking of additional evidence, including three specific memoranda de¬ 
scribed therein, —memoranda prepared by Mr. Charles I. Thompson, dated 

4521 January 21, 1954; February 26, 1954 (the motion erroneously states 1955); 
and April 29, 1954. 

(a) These memoranda contradict Mr. Naff’s testimony set forth 
in paragraph 20 above, and show that Texas Eastern considers a tie line 
feasible at volumes of only 200,000 mcf per day; that Texas Eastern's new 
markets will reach 200, 000 mcf per day about 1957, or approximately the 
time when the tie line will be ready to go into service; and that a tie line 
is necessary and should be constructed whether or not the Little Inch is 
converted to petroleum products transportation. 

Their importance and significance are clear for the reasons stated 
in paragraphs 20-21. 

(b) The Commission also erred in ruling that interveners' motion 
of May 20, 1955, should be denied for the reason that such memoranda are 
a year or more old and could have been brought into the hearing by the in¬ 
terveners in a timely fashion. 

The Commission entirely ignored these considerations: (1) Inter¬ 
veners were not aware of the existence of these memoranda until an order 
was entered by the District Court, subsequent to the close of this hearing, 
permitting discovery pursuant to the Federal Rules of Civil Procedure on 
the issues in the antitrust suit. (2) The Presiding Examiner unreasonably 
refused to permit counsel for interveners to cross-examine Mr. Naff on 

4522 the subject of a tie line without abandoning the Little Inch. (See par. 
21.) Had he not made such a ruling, the interveners could, in due and 
customary course, either have elicited from Mr. Naff the facts developed 
in these memoranda, or have elicited from Mr. Naff the existence of such 
memoranda and made prompt application for a subpena therefor. 



360 

23. The Commission said that it would consider the problem of na¬ 
tional defense and emergency only to the extent of noting a public interest 
in removing from Texas Eastern’s customers the threat that the Government 
may exercise these capture provisions. 

But the Commission declined to consider interveners’ Proffer of 
Proof that Little Inch conversion now, in peacetime, was more deleterious 
to national security than conversion during time of emergency, since con¬ 
version now would reduce total products transportation available in time of 
emergency. (See par. 12.) 

If national defense emergency conditions are a predicate for Com¬ 
mission action, the matter cannot properly be received on a partial basis. 
The Commission did not respond to paragraphs 3 and 4 of Intervenors’ 
Exception No. 6 incorporated herein by reference. It suffices to say that 
here again the Commission has referred to the side of the coin which sup¬ 
ports its conclusion, albeit slightly, and has disclaimed concern with the 
considerations on the other side of the coin. That is not proper in balancing 
the pros and cons of the project. 

in 

4523 24. The Commission erred in overruling Exception No. 1 by in¬ 

terveners, which complained that the Presiding Examiner’s attitude, con¬ 
duct and rulings were such as to deny a fair hearing. 

a. Exception No. 1 sets forth numerous instances of the con¬ 
duct of the Presiding Examiner complained of. For convenience they are 
incorporated herein by reference without restatement. Indeed, Exception 
No. 1 itself represents a culling in the interest of practicability. 

b. It is manifest that the Presiding Examiner developed a def¬ 
inite and positive hostility to the barge interveners and their case, and to 
their counsel in his capacity as such, so as to negative their right to a fair 
hearing. 

c. Interveners do not charge that the Presiding Examiner was 
subjectively aware of his hostility. But from his remarks and his conduct, 
cumulated throughout the hearing, and erupting in the session after all 
parties had rested, it is evident that there was such hostility as was in¬ 
consistent with a fair hearing. 
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d. The Commission’s opinion states that mere impatience of the 
examiner does not make a hearing legally defective. The instances of im¬ 
patience referred to in Exception No. 1 were not offered as conclusive in 
themselves. But the cumulative record of "impatience, hostility, harass¬ 
ment and spleen" (Exception No. 1), and the restrictive rulings motivated 
4524 by that hostility, reveal that the hearing as it was conducted was not the 
judicial hearing contempated and required by law. 

25. The Commission erred in disposing of the claim of denial of 
fair hearing on the ground that no affidavit of bias and prejudice was filed. 


a. Rule 1.20(d) provides for the filing of timely affidavits personal 
alleging personal bias or other disqualification. The Rule contemplates^bias 


and disqualification in a sense of, e.g., relationship to the parties, pre¬ 


judgment on the basis of conferences with a party, etc., with facts aliunde 


the record to be developed in affidavits. 


b. The significance of the failure to seek a change of the Examiner 


depends upon the nature and setting of the case and is certainly not a uni¬ 
versal requirement for claiming denial of fair hearing due to the hostility 
of the Examiner. 

The Commission cites Bethlehem Steel Co . v. N. L. R. B. , 120 F. 2d 
641 (C. A.D. C. 1942), where the court said that the claim was an afterthought 
Concerning the company’s objection on appeal to the examiner’s questioning 
of company witnesses, the court stated that the trial examiner had examined 
the company’s witnesses with propriety, rather than sharply, and indeed 
with the approval of company’s counsel. The court said: "Men seldom 
conduct themselves throughout a long and provocative hearing with so close 
an approximation to uniiorm fairness and to good temper." 

4525 c. The facts of the present case as set forth in Exception No. 1 

are entirely different. Attention is called again to, e.g.,— 

(1) The Examiner stated on the fourth day that inter¬ 
veners’ counsel would be required to cross-examine Mr. Goodrich at that 
time, and could not defer his cross-examination until he had obtained and 
studied Mr. Goodrich’s work sheets. Interveners’ counsel made a state¬ 
ment thatHjftjjs ruling, together with the cumulative impact of other 
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restrictive rulings, and the refusal to permit continuance of the line of 
questions, constituted denial of fair hearing (Tr. 534 et seq.). 

(2) This problem was smoothed over by counsel for 
Texas Eastern, who appraised the situation with more objectivity than the 
Presiding Examiner. Texas Eastern’s counsel indicated he had not refused 
to provide any work papers specifically described. Mr. Leventhal then 
cross-examined Mr. Goodrich as to the nature of the work sheets, stating 
that his purpose was to lay a foundation to make a request of Mr. Hargrove 
or to seek a subpena (Tr. 544). The Examiner instructed Mr. Goodrich to 
answer the question (Tr. 548). At the conclusion of this examination, the 
Examiner indicated he had not been advised of the purpose. ’’This has been 
done without informing the Examiner what the purpose was, hasn’t it?” 

The Examiner then castigated interveners’ counsel for pursuing the line of 
questions he had received permission to ask. (Tr. 581-5.) 

(3) Interveners’ counsel was well aware that mere errors 
in rulings, even though consistently adverse, do not themselves constitute 
denial of fair hearing. And so he set about the task of correcting these 
errors as they arose, to the extent possible under the regulations. 

(a) The Examiner was requested but refused to 
certify crucial questions to the Commission. 

(b) When questions of subpena were involved, ap¬ 
plication was made to the Commission. Texas Eastern rendered these 
applications moot by making the documents available. 

(c) Limitation of cross-examination was an im¬ 
portant field where errors could not be corrected. The Examiner re¬ 
buffed the effort of interveners’ counsel to discuss the legal issues involved, 
or to seek such clarifying rulings as to the line of permitted cross-examina¬ 
tion as would make the legal record with a minimum of difficulty. 

(d) In regard to interveners’ direct case, a con¬ 
ference was held, the position of the parties was solicited and stated, and 
the procedure of general Proffer of Proof was evolved. Interveners believe 
there was error (part 2) but the Examiner’s handling of the matter was not 
colored by hostility so as to impede review of the legal questions upon the 
merits. 
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(4) The large area, as already noted, where the hands of 
intervened counsel were tied was the restriction of cross-examination. 

4527 The different types of situations in which arbitrary restriction of 
cross appeared are indicated in Exception No. 1 and need not be repeated 
here. 

(5) Counsel for intervepers was definitely aware through¬ 
out the hearing of the strong feelings of the Presiding Examiner. But he 
recognized that it is not always possible for a counsel trying a case to 
distinguish between strong feelings and hostility. It was only after the 
hearing had been closed that it became evident how overpowering the hos¬ 
tility of the presiding officer had become. 

The incident is referred to in paragraph 15 of Exception No. 1. The 
record of the Examiner’s questioning of Mr. Leventhal as a witness speaks 
for itself. Mr. Rea, acted as counsel for Mr. Leventhal, and thereafter 
conducted the closing formalities of the proceeding. 

This incident is of the utmost significance because it was unambiguous 
in its reflection of hostility. There was no possibility here that the incident 
represented mere impatience or accident of manner in the course of making 
necessary rulings, or was an effort to curtail or expedite the proceeding. 

It is this incident which made clear what might otherwise have re¬ 
mained a matter for argument, - -the hostility thh&was the motivation and 
basis of the Examiner’s rulings during the course of the hearing. 

26. Where the denial of fair hearing results in limitation of cross- 
examination, ’’material prejudice” is undoubted. Counsel can not state be- 

4528 cause he can not know the weaknesses which a wide range of cross- 
examination would have revealed in Texas Eastern’s case. Complaint is 
particularly made of the limitation of the cross-examination of Mr. Naff, 
the key policy witness of the Company. Alford v. United States , 282 U. S. 
687, 692. 

27. There are two questions relating to the scope of cross- 
examination. The first is whether or not the restricted rulings are erron¬ 
eous as a matter of law, or may be sustained as a matter within the discre¬ 
tion of the hearing examiner whether or not the reviewing authority would 


have decided the question the same way. Even by this standard interveners 
submit error was committed as a matter of law. 

28. But even if the restrictive rulings standing alone were not re¬ 
versible error, there was a denial of a fair hearing in this case. The 
premise of a fair hearing is the assumption that discretionary rulings will 
be made, whether rightly or wrongly, upon the basis of an objective, dis¬ 
passionate exercise of discretion. Where, as here, that premise is 
negatived by the overriding hostility of the Examiner, restrictive rulings 
normally sustainable on that premise cannot stand. 

IV 

29. The Commission erred in issuing its order adopted June 30, 1955, 
granting Texas Eastern’s application of June 24, 1955, without awaiting time 
provided by the Rules for an answer, and without providing the hearing re¬ 
quired under section 7(c) of the Natural Gas Act. 

4529 The Commission’s order was received by interveners on July 6, 1955. 

The Commission’s order was in error for the reasons pointed out in 
the answer filed by River Company, Inc., et al on July 5, 1955. 

Texas Eastern obviously had known for some time of its intention to 
seek a substantial amendment of the facilities to be constructed or added. 

WHEREFORE, River Company, Inc., et al pray that the Federal 
Power Commission grant a rehearing in this cause, and upon rehearing 
withdraw and rescind its orders issued June 24, 1955, and July 1, 1955, 
and deny the application of Texas Eastern Transmission Corp. or remand 
for further proceedings. 

Respectfully submitted, 

Harold Leventhal 

Counsel for River Company, Inc., 

Chotin Towing Corporation and 

Greenville Towing Company, Inc. 

1632 K Street, N. W. 

Washington 6, D. C. 

Of Counsel: 

Bryce Rea, Jr. 

CT9 / Iviunsey Building 
Washington 4, D.C. 

July 22, 1955 
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In the Matter of 


UNITED STATES OF AMERICA 
FEDERAL POWER COMMISSION 


TEXAS EASTERN TRANSMISSION) 
CORPORATION ) 


Docket No. G-2503 


PETITION OF CITY OF PITTSBURGH 
_ FOR REHEARING - 

The City of Pittsburgh makes application by this petition for rehear¬ 
ing of (a) Opinion No. 282 and Order Issuing Certificate of Public Con¬ 
venience and Necessity and Permitting Abandonment of Facilities, adopted 
June 20, 1955, and issued June 24, 1955; and (b) Order Amending Order 
Issuing Certificate of Public Convenience land Necessity, adopted June 30, 
1955, and issued July 1, 1955. 

In support of this petition the City of Pittsburgh complains of the 
following respects in which the Federal Power Commission erred. 

1. The Commission erred in its ruling that it was irrelevant to the 
issue of future public convenience and necessity whether the project of 
Texas Eastern Transmission Corporation (hereafter ’’Texas Eastern”) 
would raise cost of service to consumers upon its next block of expansion. 

4533 We should like to repeat from our Exceptions the following concise 

presentation setting forth the error made and its significance: 

’’The Examiner refused to receive testimony comparing 
the cost of the service on the Little Inch line with the cost of 
service on the next block of expansion on the Kosciusko line, 
expansion over and above Docket G-2503. (Tr. 2120 ff.) 

”We think this is clearly the heart of the matter in regard 
to costs. It is far more significant than any saving in the cost 
of service due to Docket G-2503 taken by itself. Texas 
Eastern’s next block of expansion will come right behind this 
conversion project. But if the Little Inch line is converted 
now, it is lost to gas consumers. If the next block of expan¬ 
sion on the Kosiusko line means a higher cost of service than 
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would be involved in retaining the Little Inch, the consumers 
are undoubtedly damaged. Yet under the Examiner’s ruling 
there would be no way to bring this to the attention of the 
Commission. 

’’This is exactly the problem we were concerned about 
at the start of the proceeding, that Texas Eastern was giving 
up the Little Inch which has a low rate base and would soon 
construct loops on the Kosciusko line which will mean a sub¬ 
stantially higher cost of service than would be involved in 
retaining the Little Inch. ” 

2. The Commission erred in failing to consider the fact that Texas 
Eastern’s project requires gas consumers to surrender ’’asset” of value 
in order that Texas Eastern may seek profits in the oil products trans¬ 
portation business. 

The assets referred to are: (a) The Little Inch, which is rendering 
4534 adequate service at reasonable rates. It has a low rate base, due to its 
low original cost and the reduction of rate base by a depreciation reserve 
built out of rates paid by consumers. 

(b) The fact that, as was brought out in Docket No. G-1012, the 
natural economic capacity of the Kosciusko line is considerably greater 
than that existing on June 23, 1955. That inherent economic expansion 
should be used to meet increased demands on Texas Eastern, rather than 
merely replace the Little Inch which is rendering adequate service at 
reasonable rates. 

The fact that assets are being surrendered is clear, even though the 
impact on rates will be felt in the future rather than immediately. 

3. The Commission erred in ruling that since no additional service 
is proposed, it is irrelevant to consider the relative merits of future ex¬ 
pansion on its system. 

The application necessarily presents a relative question, comparing 
the alleged merits and detriments of the granting as against the denial of 
the application. 
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Texas Eastern testified that there are large consumer demands for 
expansion and that it has concrete, immediate plans for expansion. Texas 
Eastern was not required to make disclosure of, and inquiry upon cross- 
examination was prohibited concerning, known and anticipated increases in 
consumer demands and Texas Eastern’s plans therefor, or any issues re¬ 
lated thereto. That made impossible consideration of this project in the 
light of these increased demands and plans for expansion. The fact that 
Texas Eastern did not incorporate them in this application does not mean 
that the application must be considered on an unrealistic basis. 

4. The Commission erred in approving the ruling of the Presiding 
Examiner precluding inquiry into the feasibility of a tie-line without abandon¬ 
ing the Little Inch. 

5. The Commission erred in ruling that it could not give considera¬ 
tion to alternatives because it had no power to compel their adoption. The 
Commission has the authority to deny the application. The alternatives 
help clarify and illuminate the standard for determining whether the present 
application should be granted or denied. 

II 

6. Texas Eastern filed an application on June 24, 1955, to amend 
the order and certificate issued that date. 

The City of Pittsburgh filed an Answer dated July 5, 1955, objecting 
to the granting of said petition without a hearing, stating that Texas Eastern 
is proposing material and significant changes in facilities, having different 
characteristics from those originally applied for in regard to service; 
engineering feasibility; present cost of service; and cost of expanded serv¬ 
ice in event of future expansion. 

The City of Pittsburgh was subsequently advised that the Commission 
had already granted Texas Eastern’s petition without a hearing, by order 
adopted June 30, 1955, and issued July 1, 1955. 

The Commission erred in issuing such order (a) in failing to allow 
appropriate time for filing answers to the petition; (b) in failing to require 
a hearing, for the reason stated in the Answer, that a hearing on the impact 
of these changes is required by Section 7 of the Natural Gas Act. 
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Respectfully submitted, 

CITY OF PITTSBURGH 

By_ 

J. FRANK McKENNA, JR. 
City Solicitor 


ROBERT ENGEL 
Assistant City Solicitor 

July 21, 1955 
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UNITED STATES OF AMERICA 
FEDERAL POWER COMMISSION 

Before 

Commissioners: Seaborn L. Digby, Acting Chairman; Frederick Stueck 

and William R. Connole. 

August 10, 1955 

In the Matter of ) n v + m r 

Texas Eastern Transmission Corporation) oc e °* 

ORDER GRANTING REHEARING IN PART 
AND DENYING REHEARING IN PART 
AND DENYING MOTIONS TO STAY 

Interveners, City of Pittsburgh (Pittsburgh), River Company, Inc., 
et al. (River Company), and American Pipeline Corporation (American), 
each filed timely petitions for rehearing of our Opinion No. 282 and ac¬ 
companying order issued herein on June 24, 1955, granting permission to 
abandon and issuing a certificate of public convenience and necessity to 
Texas Eastern Transmission Corporation (Texas Eastern). Each of said 
petitions for rehearing alleged, among other things, error in that by our 
amendatory Order issued July 1, 1955 Texas Eastern was authorized to 
substitute certain facilities in lieu of those authorized by our original 
order issued June 24, 1955 without hearing. 

The petitions for rehearing do not set forth in what manner Peti¬ 
tioners might be adversely affected by the construction of the substitute 
facilities as authorized by the amendatory Order rather than the construc¬ 
tion of the facilities originally authorized. However, in the circumstances, 
in order that the evidence with respect to such change or substitution of 
facilities be of record and that these interveners may have an opportunity to 
be present and to participate in development of such record, we shall grant 
a rehearing herein for that specific purpose. Such rehearing shall be limited 
to the issue of whether the substitute facilities authorized by our order 
issued July 1, 1955 will better serve the public interest than the facilities 
originally authorized by our order issued June 24, 1955. 

All matters presented by petitions for rehearing which heretofore 
have been before this Commission have been fully considered prior to the 
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adoption and issuance of Opinion No. 282 and accompanying order. We are 
of opinion that such matters have been determined properly. Matters now 
having been presented for the first time have been considered and found 
to be without merit. A rehearing with respect to such matters should be 
denied. 

American, River Company, Inc., et aL have also requested a stay 
of the effectiveness of our Orders pending rehearing. The evidence of rec¬ 
ord does not establish that these Interveners have been or could be aggrieved 
as a result of the orders issued herein. Therefore, the requests for stay 
above referred to should be denied. 

The Commission orders : 

(A) The petitions for rehearing filed by the City of Pitts¬ 
burgh, River Company, Inc., et al. , and American 
Pipeline Corporation, be and they are hereby granted 
to the extent that they request rehearing with respect 
to the Commission’s amendatory Order issued July 1, 

1955, herein. More specifically such rehearing shall 
be limited to the issue of whether the substitute facil¬ 
ities authorized by the aforementioned order will better 
serve the public interest than the facilities originally 
authorized by the order issued June 24, 1955 accom¬ 
panying Opinion No. 282. In all other respects said 
petitions for rehearing be and the same are hereby 
denied. 

(B) The petitions by American Pipeline Corporation and 
River Company, Inc., et al. for a stay of the Orders 
issued June 24, 1955 and July 1, 1955, herein, be and 
the same are hereby denied. 

(C) A public hearing be held, pursuant to the authority 
contained in and subject to the jurisdiction conferred 
upon the Federal Power Commission by Sections 15 and 
19 (a) of the Natural Gas Act, and the Commission’s 
Rules of Practice and Procedure, commencing on 


September 14, 1955, at 10:00 a. m. (EDST), in a Hearing 
Room of the Federal Power Commission, 441 G Street, 

N. W., Washington, D. C. concerning the issues set 
forth in Paragraph (A) of this Order. 

By the Commission. 

J. H. Gutride, 
Acting Secretary. 

Adopted: August 10, 1955 
Issued: August 12, 1955 
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